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...and now write on 
La Monte Safety Paper” 


It happens again and again that a banker 
calls in his lithographer, learns a lot about 
different types of check paper and decides 
to specify La Monte National. yx For dem- 
onstration readily proves the desirability 
of this paper with the familiar’’wavy lines” 
—for its safety, appearance, durability and 
writing qualities. This last is a factor of real 
importance to every bank customer.y¥ Spe- 
cial manufacturing methods produce a 








surface that is beautifully smooth yet glare- 
free, one that takes ink readily and clearly 
—a surface on which it is pleasing to write. 
yw There is a Lithographer or Printer near 
you who handles this superior product for 
checks and other bank forms. He has a 
La Monte Safety Paper for every purpose, 
priced according to quality. He can be of 
real assistance in producing checks that 
will be a credit to you and your bank. 


La Monte Safety Papers are today specified by outstanding business institutions from coast to coast, 
including more than 75% of the nation’s largest banks. 


GEORGE LA MONTE & SON 


Nutley .... New Jersey 
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LETTERS 


Letters from the East 


Srrs: You will be interested to know 
that I have received many very favorable 
letters about the article, “A Twelve-Bank 
Discussion yee al in the May issue of 
The Burroughs Clearing House. A number 
of letters have come from the East, asking 
for additional information, and I am really 
hopeful that as a result of the article a 
number of groups similar to ours will be 
organized. If this proves true, our time 
and effort in preparing the article will have 
been justified. 

L. H. Lopes, President, 

The Pajaro Valley National Bank, 
Watsonville, California 
$e 


Teller Importance 


Sirs: Donald B. Smith’s article, ““Your 
Tellers Are Important,” and the genial per- 
son appearing in connection with it have 
provoked much discussion in our bank. 
This illustration compels us to admit that 
there are some good-looking tellers outside 
the Bowery. 

Our tellers are a splendid group of men 
eager to make transactions pleasant for 
depositors, and always open to suggestions 
for improving our service. They realize, 


























A cover for the article ‘‘Your Tellers 
Are Important’’ 


as Donald Smith says, that to most deposi- 
tors the teller is the bank. 

I am sending you a folder showing how 
we used the article, in order that each 
teller might have acopy. A sketch appear- 
ing on each folder was drawn by one of 
our own boys and added considerably to 
the sense of humor and good fellowship in 
which the matter was discussed. 

J. W. MacDowELL, Vice-president, 

The Bowery Savings Bank, 
New York, N. Y. 


Sirs: Just a minute to tell you that we 
have read the article, ““Your Tellers Are 
Important.” This is certainly an article 
of merit and shows an excellent insight 
into the problems of bank tellers. I am 





he Burroughs 
Clearing House 


HENRY J. BOONE, Editor 
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having all our tellers read and study the 
article. 
M. G. WapE, 
Vice-president and Cashier, 
The First National Bank 
of El Dorado, 
El Dorado, Arkansas 


Sirs: I think the article, ““Your Tellers 
Are Important,” is a grand job and I hope 
our tellers’ staff at Fletcher Trust Company 
will see in it as much as I do. 

WALTER S. GREENOUGH, 

Vice-president, 
Fletcher Trust Company, 
Indianapolis, Indiana 


Sirs: Officers of The First National 
Bank of Portland have been very much 
interested in the article about bank tellers. 
We would like permission to reprint at 
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least part of it in the bank house organ. 
Harotp R. Stone, Manager, 
The Izzard Company, Advertising, 
Portland, Oregon 


Sirs: Several members of our board, 
including myself, read the tellers’ article 
and thought it was so good that we want 
all of our employees to read it. 

W. Ray Taster, Cashier, 

The Centreville National Bank, 
Centreville, Maryland 


Sirs: We would appreciate permission to 

reprint in our club paper, “Your Tellers 

Are Important,” from the May, 1938, 

issue of your magazine. 
G. O. HoLiLocHer, Editor, 

“‘Four-Four News,” Federal Reserve 
Bank of St. Louis, 

St. Louis, Missouri 
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Collection, Credit, Discount 


Strs: Our collection department man- 
ager came into my office today and said 
he had found an excellent article on 
“Pushing Collections,” by Dunlap C. 
Clark in the May issue of The Burroughs 
Clearing House and wanted me to be sure 
and read it. I have just finished it and it 
is excellent. I particularly like the idea of 
the three departments, collection, credit 
and discount, working together for collec- 
tions. I wish more bankers throughout 
the nation would give this collection matter 
the same careful consideration. If they 
did it would mean more profits for all of us. 

MELVIN Rourr, Vice-president, 

Houston National Bank, 
@¢«-e Houston, Texas 


Prepatory Key 


Sirs: C. W. Fishbaugh’s letter about 
safe deposit box keys in the May issue of 
The Burroughs Clearing House was most 
interesting and instructive. 

Although the term used in many of our 
Canadian banks differs from either of the 
two suggested by Mr. Fishbaugh, it does, 
however, express the idea the bank wishes 
to convey to the customer, that the bank’s 
key simply prepares the way for the cus- 
tomer’s key to unlock the box. From this 
idea of preparing the way has come the 
term commonly used by our _ banks, 
“‘prepatory key.” It does not imply the 
idea of master key. 

Mr. Fishbaugh’s term, “‘guard key,” 
is good. 

H. J. Cooper, 

The Royal Bank of Canada, 
Kingsville, Ontario 
oe 


100 Per Cent Liquid 


Sirs: I am enclosing a copy of an 
advertisement from the Gary Post-Tribune 
of last Saturday (May 14). There are so 
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Wt is the obligation of » bank to keep its depositors funds 


IMMEDIATELY AVAILABLE 


This obligation we are determined to fulfill just as faithfully 
in the future as we have in the past. 


Total Deposits as of May 9, 1938 . . 


are represented by 


$12,047,005.66 


ON SIP aT $ 5,450,440.74 45.2% 
U.S. Govt. Bonds (at market value)... §,506,479.05 45.7% 
Other Liquid Assets..............005 1,132,139.05 9.4% 

Total Liquid Assets............. $12,089,058.84 100.3% 
Other Secured Loans............... $ 888,943.79 7.4% 
Unsecured Loans and Other Assets... 44% 

Total Resources................ $13,510,544.93 112.1% 


Whatever the future may bring forth you may rest enured thet 
your funds will be eveileble on demand! 


THE GARY STATE BANK 


MEMBER — FEDERAL DEPOSIT DETRANCE CORPORATION 








few banks that have their deposits 100 per 
cent liquid, and their Government securi- 
ties maturing within two years, that I 


<a you might be interested in seeing 
this. 


W. W. Gasser, President, 
The Gary State Bank, 
Gary, Indiana 
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- ++ In the TREND of BANKING -:- - 








Banking Leaders 
Discuss Longer Loans 


The problem of meeting capital require- 
ment of business continues to occupy the 
attention of many leaders of finance, 
government and industry. 

A warning that banks will have to 
adjust themselves to the changing needs 
of commerce, agriculture and industry if 
they are to escape increased competition of 
public and semi-public lending agencies 
was sounded’ by Chester C. Davis, of the 
Board of Governors of the Federal Reserve 
Board, at the Iowa Bankers Association 
convention last month. 

Mr. Davis pointed out that many banks 
instead of requiring that loans be limited 
to short-term working — and repay- 
able in three to six months, are finding a 
more profitable field among long-term 
borrowers whose loans can be amortized 
and paid back over a period of years. In 
this connection they are applying FHA- 
type loans for industrial purposes, he 
explained. 

Certain changes in our financial organiza- 
tion now make it far safer to invest in 
long-term assets, Mr. Davis maintained. 
The operation of the FDIC minimizes the 
ossibility of sudden heavy withdrawals, 
ne believes. Also, he cited the fact that 
regulations of the Federal Reserve System 
have been so revised as to make it possible 
to rediscount almost any type of paper, in 
addition to which a bank can always 
borrow at the System’s banks so long as 
it has good collateral to furnish. 

As a defensive measure in case legisla- 
tive consideration is given to the establish- 
ment of Federal credit banks for industry, 
Orval W. Adams, president of the American 
Bankers Association, has urged banks to 
compile concrete evidence that they are 
co-operating to the utmost in making 
loans to business. In a letter to secretaries 
of state banking associations, Mr. Adams 
made the following suggestions: 

(1) I strongly urge that we continue our 
efforts to secure sound loans for our banks. 
(2) Where propositions are received which 
are apparently unbankable, let us explore 
every possibility of making them bankable. 
(3) If, after making every possible effort 
to grant the credit applied for, it is found 
that the loan cannot be made to conform 
with sound banking practice and to meet 
the standards of the governmental examin- 
ing authorities, then let us submit it to 
the RFC. (4) Where we feel we cannot, 
or do not care to handle loan applications 
in the entire amount applied for, let us 
also submit them to the RFC. (5) Keep a 
record of all such loans thus submitted, 
so that the American Bankers Association 
may call upon your members for these 
statistics, in the event serious considera- 
tion should be given by Congress to 
proposals for the establishment of addi- 
tional government credit agencies. 


Cleveland Trust Company 
Creates Unique Display 


Clevelanders were made conscious of 
National Foreign Trade Week, May 22-28, 
by an unusual display erected by The 
Cleveland Trust Company at one of the 
Midwest’s busiest corners, that of Euclid 
Avenue and East 9th Street. 

The display, pictured at right, consisted 
of a unique world map formed by some of 
the hundreds of letters received by The 


Cleveland Trust Company each week from 
all parts of the globe. This well-conceived 
geographical arrangement of letters caught 
the eyes of the passing traffic, focused 
attention on The Cleveland Trust Com- 
pany’s foreign banking department, and 
presented visual evidence of the far- 
reaching ramifications of Cleveland busi- 
ness as carried on through the bank. 


Highlights of 
A. I. B. Convention 


More than 1,500 representatives of the 
236 chapters of the American Institute of 
Banking attended the annual convention 
held June 6-10 at Louisville, Ky., and 
enjoyed a well-balanced program. 

On the more serious side the delegates 
heard interesting addresses by Dr. Neil 
Carothers, dean of the College of Business 
Administration at Lehigh University, and 
William McC. Martin, president of the 
Federal Reserve. Bank of St. Louis. They 
also participated in conference discussions 
on the subjects of audits and accounting, 


bank management, bank operations, busi- 
ness development and advertising, credits, 
investments and investment banking, sav- 
ings banking, and trust business. The 
business sessions were interspersed with 
pleasure sightseeing trips, dancing and 
other entertainment. 

Milton F. Barlow, cashier of the National 
Citizens Bank of Mankato, Minn., was 
elected president of the Institute for the 
coming year, succeeding Frank R. Curda, 
cashier of the Cit ational Bank and 
Trust Company of Chicago. Harry R. 
Smith, assistant vice-president of the 
Bank of America N. T. & A., San 
Francisco, California, was chosen vice- 
president. 

The following were elected to the Execu- 
tive Council: David L. Colby, assistant 
vice-president of the Boatmen’s National 
Bank of St. Louis, Mo.; Albert F. Newman, 
assistant cashier of the National Bank of 
Commerce and Trust Co. of Providerce, 
R. I.; J. A. Reagan, vice-president and 
cashier of the Peoples Bank & Trust Co. 
of Rocky Mount, North Carolina; and 
Elmer M. Volkenant, assistant cashier of 
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FORMING 
THIS MAP ARE 
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THE HUNDREDS 
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our 
FOREIGN BANKING 
DEPARTMENT HAS 
DEALINGS FOR 
’STOMERS IN EVERY 
“ART OF THE WrRiD 


Two bank displays that attracted wide attention. Above: 


NATIONAL FOREIGN 
TRADE WEEK 
MAY 22” 2° 





Unique world map 


formed by foreign letters received by The Cleveland Trust Company. Below: 
Cotton textile display in Citizens & Southern National Bank, Atlanta, Ga. 
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the First National Bank of St. Paul, Minn. 

Joseph W. Hanson, Jr., of the Williams- 
burgh Savings Bank, Brooklyn, N. Y., 
won top honors and $500 in the National 
Public Speaking Contest for the A. P. 
Giannini Educational Endowment Prizes. 
The subject was “A Program for the 
Improvement of a Bank’s Relationship to 
the Public.” Second prize of $300 went 
to Roland T. Carr, Riggs National Bank, 
Washington, D. C.; third prize of $200 to 
Joseph C. McCoy, Security-First National 
Bank, Long Beach, California; fourth prize 
of $100 to George S. Allen, Harris Trust 
and Savings Bank, Chicago. 

Chicago Chapter of the Institute won 
the National Convention Debate on the 
question, “Resolved, That the United 
States Should Adopt and Preserve a 
Policy of Isolation in International Affairs.” 
Chicago argued the negative side of the 
question against the Waco, Texas, Chapter. 

For the third successive year the Phila- 
delphia Chapter was awarded the N. W. 
Ayer & Son Cup for its publicity achieve- 
ments in the interests of the Institute, and 
thereby retains permanent possession of 
the trophy. Denver, Colo., Chapter was 
awarded the American Institute of Bank- 
ing Plaque, given to the chapter with a 
membership of 500 or less for “The 
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most effective and outstanding publicity.” 

Based on material presented in the 
publicity display at the convention, Camillo 
G. Pozzo, editor of the Essex Count 
Bank, Newark, N. J., and Lawrence 
Elison, editor of ‘‘Anthracitems,” official 
publication of the Pottsville, Pa., chapter, 
were awarded special certificates for out- 
standing chapter papers. 

In his keynote address which opened the 
convention, President Frank R. Curda 
reported that the activities of the A.I.B. 
are being carried on by 237 chapters and 
87 class study groups. 


King Cotton Featured 
In Lobby Exhibit 


In the main lobby of the Citizens & 
Southern National beak. Atlanta, Ga., 
was recently presented one of the most 
comprehensive textile displays ever held 
in the South, the occasion being National 
Cotton Week from May 30 to June 4. 
The exhibit stressed the importance of cot- 
ton and the consumption of cotton products 
to the economic prosperity of the South. 
Some thirty-five cotton mills of Georgia 
pestisipeted, using from one to four six- 
foot panels to feature their products. 
Mounted on double-sided easels the 
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So 


Please your customers—and save money 


with the popular handi-pen 


on your lobby desks 


The ag rests in ink, always ready to write—the six ounce ink 

y lasts the average user a year—(no leakage, no evapora- 
tion)—the feather-light pen writes with smoothness and speed 
(no constant dipping, clogging, or 
flooding). The pen is firmly attached 
to the anchored base by a 24” chain, 


to avoid lost pens and spilling. 


Your customers appreciate these 
handi-pen features and they enjoy 
doing business with a modern, well- 
equipped bank. Buy the clean, safe, 
economical handi-pen from your 
Sengbusch dealer — $3.00 each. 
Or write direct to the factory for 
information about the free 10- 
day trial offer, today. 

Tear o&tt coupon and mail today 





Sengbusch Self-Closing Inkstand Co. 


7BC Sengbusch Building Name 


Gentlemen: Please ship me............ handi-pen sets for a 10-day 
free trial. I understand there is no obligation on my part. 





Milwaukee, Wisconsin 
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NATIONAL BANK OF DETROIT 


DETROIT, MICHIGAN 


ESTABLISHED MARCH 24, 1933 3: RESOURCES EXCEED $400,000,000 


Member Federal Deposit Insurance Corporation 


In writing to advertisers please mention The Burroughs Clearing House 





display was literally two blocks long inas- 
much as the lobby of the bank extends the 
length of a city tock. During the week 
it was estimated that fully 25,000 people 
inspected the exhibition; in fact, the inter- 
est was so great that the display was held 
over for a second week. 


New York Bank Invites 
90 Per Cent FHA Mortgages 


In the light of its two-year experience 
with 80 per cent FHA mortgages, the Dime 
Savings Bank of Brooklyn has announced 
that it will make FHA loans based on 
90 per cent of the appraised value of the 
property. Mortgages totaling $3,000,000 
were made under the old arrangement and 
to date the bank has not had a single 
default, according to George C. Johnson, 
treasurer of the bank. 

A plan has also been worked out by the 
Dime mpeg Bank whereby it will provide 
builders with building loan advances during 
process of construction and then convert 
those advances into 90 per cent FHA 
mortgages when the properties are sold to 
home owners, all in one operation. By 
this process, many extra financing expenses, 
which builders have heretofore been obliged 
to Pay, will be eliminated. 

hile the 90 per cent loans are intended 
primarily for new construction, houses 
which were built after January 1, 1937, but 
which have not been sold or occupied 
since completion, are also eligible for the 
new type of mortgage. 


Bank’s Historical 
Calendar-Blotters 


An interesting and informative series 
of monthly historical calendar-blotters, 
started by The First 
National Bank of 
Boston in February, 
1934, at the time of 
its 150th anniver- 
sary, is now in its 
Sth year. Against 


a black background, 
each blotter carries 
a color picture of 
some early New (ie 


) 
—— 
a . 
Figs “os 


| 


England activity 
along with a short § 
descriptive para- 
graph. In every in- 
stance, the activity 
is depicted as a 
“first” and the de- Ps 
scriptive copy al- 
ways begins with 
the words, ‘‘The 
first.” This ties in 
admirably with the 
bank’s name. 

The insert cut 
shows the calendar- 
blotter for March, 1938, telling about 
Boston’s first city hall. This historical 
series has proved so popular and the 
demand for back copies has been so great 
that the bank can no longer furnish 
complete sets. 


“FIRST 


t \ 





Bank is Host 
To Stockholders 


In forwarding a picture of the Fourth 
Annual Stockholders’ Dinner sponsored by 
the Mutual Bank and Trust Company in 
St. Louis, President Byron Moser states 
that these events have been highly success- 
ful and suggests that other banks might 
find it worthwhile to adopt similar pro- 
grams for pa increasing under- 
standing and good will. 

“Personally, I think that the best way 
to run a bank is to tell the shareholders 
what is going on,”’ President Moser asserts. 
To this end, the management opened up 
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the meeting to questions from the floor, 
and some very enlightening discussions 
ensued which apparently were enjoyed 
by all. 


Chicago Bank 
Reaches Milestone 


Looking back on its founding during the 
chaotic latter days of the Civil War, its 
early baptism in the great Chicago fire, 
its survival of the money panic in 1873 
and many later exigencies, The First 
National Bank of Chicago on July 1 cele- 
brated its seventy-fifth anniversary. 

This well-known institution was the 
eighth to receive a charter under the 
National Bank Act of 1863. The bank’s 
initial capital was $100,000, and its first 
quarterly statement showed total resources 
of $481,848.55. Thus in the intervening 
seventy-five years of its existence, The 
First National Bank has increased its total 
resources from a few hundred thousand 
dollars to a total well over $900,000,000. 


Bank of America 
Shows Deposit Gain 


A new high mark in deposits was 
attained by the Bank of America, as of 
May 15, according to figures recently re- 
leased. Total deposits on that date were 
approximately $41,000,000 greater than on 
December 31, 1937, when the total of 
$1,357,378,756 established a high peak for 
the history of the bank. 

At the same time it was disclosed that 
operating earnings for each of the first 
four months of 1938 exceeded earnings for 
the same months of 1937. Also, Bank of 
America has reported an increase in the 
amount of insured FHA home building 
loans of $10,000,000 since the first of the 
year, at which time the total outstanding 
was $57,000,000. Bank of America is now 
said to be making between 45 and 50 per 
cent of all Title II FHA loans in the State 
of California. 


Bankers Report 
On Personal Loans 


According to a survey of bank personal 
loan departments recently completed by 
the American Bankers Association and 
published by its Research Council, “‘the 
general public is coming more and more to 
recognize the advantages of borrowing on a 
personal loan basis direct from a bank 
rather than from loan agencies of various 
kinds.” 

Many banks stated that they “found in 
the regular amortized personal loans an 


Company in St. Louis 





























answer to the problem of frequent renewals 
encountered in lending to the small busi- 
ness man, and that apparently this develop- 
ment was a step in the direction of sounder 
credit standards for this type of loan.” 

The survey further disclosed that banks 
of moderate size make up the greater part 
of those who have personal loan depart- 
ments. 


STAMP COLLATERAL 


If unused U. 8S. Stamps were accepted as collateral for 
a loan that has gone “bad” such collateral can be 
turned into cash through our Discount Postage Division. 
Accurate Stamp Appraisals for Collateral Loans and 
Estate Inventories. 


WRITE FOR INFORMATION. 


MINT SHEET BROKERAGE COMPANY 
420 Caxton Bldg., CLEVELAND, OHIO 
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will bring yeu essential data 
on 6,400 issues TWICE a 
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Shawmut 


MEMBER FEDERAL DEPOSIT 


is Boston 


Over a century ago, this bank 
took its title from Boston’s an- 
Shawmut. 
Today, the Shawmut Indian is 
known throughout New England 
and the nation as the symbol of 


banking strength, loyalty and 


THE NATIONAL 


Shawmut Bank 


40 WATER STREET - BOSTON 


INSURANCE CORPORATION 
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Lhe Bank of New York erected the above building in 1797 
on the site still occupied at the (Corner of Wall 3 William Sts. 


The Return of 
an Old and 
Honored Name 


As of July 1, 1938, the Bank of New York & 
Trust Company changes its name to Bank of 
New York. This change, however, merely marks 
the return of an old and honored name, by which 
the Bank was known for 138 years of its 154- 
year existence. 

This Bank was founded as the Bank of New 
York by Alexander Hamilton and a small group 
of other leading New York citizens on March 15, 
1784, five years before the American Constitution 
was adopted, and when New York was a city of 
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Present building of the Bank of New York. 


only 23,000 people. It was New York’s first bank 
and for 15 years its only bank. It was known to 
the citizens of early New York simply as “the 
Bank.” It gave the City its first orderly financial 
accommodations, and did much to establish 
sound banking practices and principles for future 
American business. 

The change is one of name only. It will not in- 
volve any change in our policies or in the character 
of our business. Both our trust and commercial 
banking business will be conducted as heretofore. 


BANK OF NEw YORK 


48 Wall Street — New York 


UPTOWN OFFICE: MADISON AVENUE AT 63RD STREET 


In writing to advertisers please mention The Burroughs Clearing House 
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In the center foreground is the home of the 89-year-old Society for Savings in Cleveland 


Making Capital Loans 


Relating the experience of a mutual savings bank that has 
been extending long-term credit to business for four years 


P SHE Society for Savings has been 
making capital loans to smaller- 
sized business concerns for four 

years. We began making loans of this 

type in 1934, after careful considera- 
tion of the step we were taking. 

It is largely because of the discus- 
sion that this subject is receiving at 
the present time, both in Washington 
and in other parts of the country, that 
we have consented to outline in this 
article our own activity in the capital 
loan field. We have followed carefully 
the remarks of Chairman Jesse Jones 
of the Reconstruction Finance Cor- 
poration as well as the statements of 
other bankers at the recent conference 
on business loans, held in Washington 


By 
HENRY S. SHERMAN 


President, the Society for Savings in the 
City of Cleveland, Cleveland, Ohio 





under the auspices of the United States 
Chamber of Commerce. We would 
not care to hazard a statement, how- 
ever, as to what extent the loans we 
have been making would follow Mr. 
Jones’ ideas. Generally, we believe 
ours would be larger loans. 

Before proceeding with the account 
of what we are doing, let me tell you 
about our institution briefly as a back- 
ground. Our bank is strictly a mutual 


savings institution. It was organized 
in 1849, and all told it has provided 
savings facilities for 750,000 people. 
At the present time our deposits total 
$110,429,268.90, on which we pay 
2 per cent dividends up to $2,500 and 
11% per cent on the balance of larger 
accounts. Our first mortgage real 
estate loans total $25,267,952.59, 
United States Government securities 
are $31,162,312.50, and other invest- 
ments including capital loans are 
$37,348,553.49. 

In the four years that we have been 
making carefully selected term loans 
to small and medium-sized commercial 
enterprises, the results to date have 
been highly satisfactory. While I 
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Cleveland Mutual Savings Bank, Making Capital 
Loans to Small, Established Businesses Since 
1934, Offers New ‘Slant’ on Lending Possibilities 





CLEVELAND—With the problem of capital 
financing for small business enterprises cur- 
rently receiving much attention in Washington, 
experience of the Society for Savings here in 
making term or capital loans to small and me- 
dium sized companies is illustrative of what 
specialized banking institutions can do in this 
rather neglected field. 

The Society for Savings is an 89 year old 
mutual savings bank with resources in excess of 
$119,000,000. It began in 1934 to make three to 
ten year loans for working capital, expansion, 
refunding, and other, purposes. Approximately 
$7,000,000 or 6% of the bank’s resources has 
been loaned to companies which in most cases 
were too small to make public offerings of their 
securities in order to raise funds and which 
found difficulty in securing accommodations at 
commercial banks because of the long periods 
for which money was needed. 

In entering this field the Society has devel- 
oped a number of procedures designed to main- 
tain a high standard of loan and avert losses. 
Loans are being made, in the first place, only to 
established companies which in most cases are 
required to show at least a ten-year record of 
operations and then only after a thorough 
analysis of the applicant's industry, credit stand- 
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ing, management, and prospects. No loans 
have been made to newly’ organized or specula- 
tive companies. 

Periodic Payments Required 

Furthermore, periodic payments on principa! 
and interest are required. In most cases princi- 
pal payments are made monthly although in a 
few instances quarterly or semi-annual pay- 
ments are permitted but in any event the loans 
are designed to be self-liquidating with the re- 
quired principal and interest payments being 
covered out of income. Principal reductions on 
present volume of these loans amounts to ap- 
proximately $400,000 quarterly. 

Interest is billed quarterly in most cases al- 
though on a few loans borrowers make flat 
monthly payments which include both principal 
and interest. In all cases the bank receives a 
monthly balance sheet and profit and loss state- 
ment from the borrower together with an an- 
nual statement certified by accountants ap- 
proved by the bank, thus providing a close 
check on trend of the borrower’s business. 

Type of security required and interest 
charged vary with the industry and risk in- 
volved. Security ranges from straight mort- 
gages on manufacturing plants combined in 
some cases with collateral and insurance poli- 
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BUSINESS 
By Duncan 


Bank Here Helps 


Talk of Crop Cut 
Markets on Their Own 


BY F. F. DUNCANseeccccaeens 
Financial Editor of The News 

OCIETY FOR SAVINGS, Cleve- 

land’s $120,000,000 mutual sav- 

ings bank, has been doing for 
the last four years just what Jesse 
Jones has been scolding banks for 
not doing—making term loans to 
small businesses. It is estimated 
that the bank has $6,000,000 invested 
in these loans. All are accommoda- 
tions to enterprise not big enough 
to float issues of securities. Costs 
of the department scarcely enter. 
One man has been added to the 
statistical department. The regular 
accounting staff takes care of the 
rest of the work. 

What banks generally are doing 
in this regard has never been made 
a statistical exhibit. If such efforts 
could be segregated it is probable 
that it would be shown that banks 
have been and are the mainstay of 
the smaller borrower. 

Latest and most unkind cut of 
all came from Mr. Jones the other 











Favorable comments from The Wall Street Journal and The Cleveland News on the Society’s capital loan policy 


recognize that our situation is not the 


same as that of commercial banks, and 
that we also are not confronted with 
some of the restrictions binding mutual 
savings institutions in other states, I 
nevertheless feel that our experience 
in handling loans of this nature may 
be of interest and value to bankers 
generally. 


T the outset let me indicate briefly 

the present extent of our entry into 
the capital loan field. Although bal- 
ances naturally vary from month to 
month as loans and payments are 
made, we now have thirty-six term 
loans amounting to $7,250,000, or 
about 6 per cent of the bank’s total 
resources of approximately $120,000,- 
000. These loans extend from three 
to ten years, the average being about 
five years, and are made for such 
purposes as increasing working capital, 
refunding, expansion projects, etc. 
The loans range upward in size from 
$35,000 and average about $205,000 
each. 

Our theory, in embarking on this 
policy, was simply this: It seemed 
reasonable to invest a small portion of 
our funds in making loans to well- 
established companies that were too 
small to float security issues in the 
open market, and which needed credit 
for a longer period than could ordi- 


narily be obtained from commercial 
banks. 

We threshed over this proposal for 
a period of several months before 
finally deciding to go ahead on a con- 
servative scale. Our objective was 
simply to provide the bank with a 
safe source of investment at a some- 
what higher return than could be 
obtained from other eligible forms of 
investment. 

To safeguard these capital loans, 
several procedures have been evolved 
which enable us to maintain a high 
standard of credit risks and to avert 
losses. For instance, loans are made 
only to established companies which 
have in most cases been in business for 
at least ten years; no loans have been 
made to newly organized or specu- 
lative concerns. 

Before credit is extended, an exhaus- 
tive analysis is made of the applicant’s 
business and credit standing. We 
study not only the profit and loss and 
balance sheet figures, but also the 
individuals comprising the manage- 
ment, the company’s products and 
their market, how other units in the 
industry are faring, and many other 
factors. Our statisticians also deter- 
mine with mathematical exactness how 
much of a loss the business could sus- 
tain without placing the loan in 
jeopardy. All this information is 


presented to a committee of trustees 
and thoroughly weighed before each 
loan is passed upon. 

It can be seen that our credit 
analysis is much more detailed than 
that for the average short-term com- 
mercial loan —it really resembles that 
of investment banking. Out of our 
four years of experience, the bank is 
working toward a more or less stand- 
ardized form of analysis that will 
provide all the essential information, 
although the points covered will natu- 
rally vary to some extent for each 
individual concern. 


IN supplement, it might be added 

that through our analysis records we 
are building up an extremely valuable 
file on business trends, conditions in 
various industries and localities, prob- 
lems and prospects of individual busi- 
nesses, etc. We have found that this 
business knowledge and experience 
not only aids us in our capital loans 
activity, but can also be translated 
profitably into the handling of bond 
investments, mortgages, and other 
bank operations. 

As a further safeguard in our exten- 
sion of term credits, all capital loans 
are made on an amortized basis, i. e., 
periodic payments on principal and 
interest are required and all loans are 
designed to be self-liquidating in from 
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three to ten years. In most cases 
principal payments are made monthly, 
although occasionally quarterly or 
semi-annual payments are permitted, 
and reduction of principal on the 
present volume of loans amounts 
to approximately $400,000 quarterly. 
Interest is usually billed quarterly, 
although in a few instances borrowers 
make flat monthly payments which 
include both principal and interest. 

In all cases the bank receives a 
monthly balance sheet and profit and 
loss statement from the borrower, plus 
an annual statement certified by 
accountants approved by the bank. 
Bank statisticians break down these 
figures into comprehensive running 
charts showing various operating ratios, 
monthly and cumulative sales records, 
comparative income and expense ratios, 
etc., all of which combine to give the 
bank management quite a complete 
picture from month to month of the 
trend of the borrower’s business. Any 
unfavorable or dangerous development 
can be followed up by quick, direct 
action on the part of the bank. 

The type of security required varies 
with the kind of business and other 
pertinent considerations. In some cases 
we may ask a straight mortgage on 
the plant plus other collateral and 
insurance policies on key executives. 
On especially high-grade risks, what 
are in effect debenture bonds may be 
accepted. On some. loans, the bank 
receives bonds from the borrower and 
a mortgage is held by a trustee. We 
are convinced that in making term 
loans where the executive management 
of a business rests largely on the 
shoulders of one person, it is always a 
wise precaution to have insurance on 
the life of that individual. 





HENRY S. SHERMAN 


“‘The results thus far have been 
eminently satisfactory”’ 





the balance. 








* * 


All loans are made on an amortized basis, and periodic payments of 
principal and interest are required. Thus the loans are designed to be 
self-liquidating, and the risk factor constantly diminishes. 


* * * * 


Monthly balance sheet and profit and loss statements are required 
from each borrower. These are thoroughly analyzed, comparative ratios 
compiled, and unfavorable trends detected. 


* * 








Highlights of Capital Loan Policy 


Loans are made only to sound, established concerns which in most 
cases have been in business for at least ten years. No applications from 
newly-organized or speculative companies are favorably considered. 


* * * * 


Comprehensive industry and company analyses are made, and 
products, prospects and management personnel are studied before a 
loan is brought up for final consideration. 


* * * * 


Loans are safeguarded by adequate security, which may range 
from debenture bonds to a straight first mortgage plus collateral and 
insurance, depending on the amount of risk involved. 


* * * * 


Simple interest of from 3 to 6 per cent is charged, the rate varying 
according to the amount and term of the loan, type of business, security 
obtained, and many other weighted factors. 


* * 





* * 


In some cases, commercial banks have participated in the loans, 
taking that portion which has an early maturity and the Society taking 








Typical questions asked by the 
average prospective borrower when 
applying for a loan are, substantially: 
“How much money will you lend me?” 
and ‘“‘How much interest do you 
charge?” Our reply is usually some- 
thing like this: ‘The answer to your 
first question depends upon how much 
money we find you actually need. As 
to the matter of interest, the rate on 
such a loan will be based on a great 
many factors and can only be deter- 
mined after a complete analysis of the 
business, its earnings, market, etc.” 
Rates range from 3 to 6 per cent 
depending on the type of company, 
term of loan security provided, and 
similar consideration; the present aver- 
age rate is 4.89 per cent. Loans are 
not discounted; the borrower pays 
only simple interest plus legal costs 
and nominal out-of-pocket expenses. 

Terms of the loans are embodied in 
detailed indentures which require the 
borrower to maintain a stated amount 
of working capital, keep up payments 
of taxes and insurance, maintain the 
property, provide information re- 
quested by the bank, and many similar 
provisions. Failure to abide by this 
agreement constitutes technical default 
and gives the bank legal right to take 
action. This point brings up one 
advantage of this type of investment 
over the purchase of bonds, which is 


that the bank can write into the 
contract whatever provisions it deems 
essential, rather than have an invest- 
ment house draw up the indenture 
from the possible standpoint of the 
borrower. Being sole owner of the 
contract, the bank can act much 
faster in enforcing its stipulations 
than a trustee would ordinarily act 
in the case of a bond issue. 

Having enumerated the various 
methods which we have developed to 
safeguard the soundness of our ven- 
ture into the capital loan field, I pre- 
sume it is next in order to bring in the 
“proof of the pudding,” in other words, 
to indicate how well the plan has 
worked out in actual practice. | 


HE results thus far have been 

eminently satisfactory, for to date 
we have had no losses on any of our 
accounts. However, we are setting 
up reserves to cover future contin- 
gencies. We realize that our experience 
has been derived mainly from a rising 
upturn of business, and that these 
loans have not been subjected to the 
ultimate test of a long and severe 
depression. We are depending on 
careful original investigations, amorti- 
zation payments, monthly check-ups, 
adequate security, and low percentage 
of loans as compared to our own 
valuation of the concern’s (See page 24) 
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Arrorpinc 4 Real 
Estate Departmen 


F there had never been a depression, 
I very probably there would not be a 

substantial real estate department 
in our bank. Certainly it is not usual 
practice for a small-city bank with 
$10,000,000 deposits to maintain any 
such staff for the handling of real 
estate loans and properties. To that 
extent, perhaps we should feel grateful 
to the years we have very little else 
to feel happy about. 

Now that we have the department, 
and several years of experience with 
what it can accomplish, we wonder 
how ever we got along without it. It 
has taken a sizable load off the shoulders 
of the commercial banking officers, 
and yields us a profit that is no less 
real because it is difficult to dissect 
from our other earnings. 

We have long felt, in a vague and 
indefinite way, that we might be 
better off if we had someone in our 
organization capable of doing as good 
a job in the mortgage and property 
field as a competent loaning officer 
can do in the commercial field. But 
we did nothing about it beyond occa- 
sionally remarking that we ought to 
look into it some time. Then, in a 
very brief space of time, we absorbed 
two smaller local banks—and found 
we had to do something rather soon. 

Because we had recognized our 
banking officers’ deficiencies in the 
farm field especially, and in the city 


By 
S. NIRDLINGER 


Executive Vice-president, First Galesburg National Bank and Trust Company, 
Galesburg, Illinois 


Small-city banks and country banks, unlike 
many metropolitan banks, do not ordinarily 
maintain real estate departments. This is an 
article about a small-city bank that does 


loan field to a somewhat less extent, 
we held in pre-depression times a 
rather smaller proportion of farm and 
urban mortgages than was common in 
banks of our size. With the inflow of 
mortgages and properties that came to 
us among the assets of the merged 
banks, we decided the time had come 
to take a positive step. So we found a 
man of agricultural school background 
with years of mortgage experience. 
Presently he was installed on the 
second floor of the bank, with the list 
of loans and acquired properties, and 
the task of working out a program 
and making it stick. 

What happened then is too long a 
tale to recount in detail —besides, it 


is now long in the past. Briefly, our 
new real estate manager worked over 
the lists, looked over the properties, 
sized up each situation. Then we sat 
down together and decided on a policy. 
First, all loans that looked hopelessly 
under water must be put in shape 
quickly. Second, real estate whether 
farm or city must be sold just as 
rapidly as it would move at acceptable 
prices, and we would not turn down 
an offer just because it looked small 
alongside boom prices. Third, in our 
dealings with mortgage borrowers we 
would show every consideration con- 
sistent with the institution’s interests, 
keeping ever in mind that the bank 
would be doing business in this 


Manager Earnest P. Cramer, real estate department, looks at a tiling job on a farm managed by the bank 
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Executive Vice-president S. Nirdlinger who talks about his bank’s 
real estate department in this article 


community for a long while and that 
good will is a banking asset even if it 
cannot be included in the daily state- 


ment. 

Probably forty or fifty mortgages 
required immediate action, chiefly 
because they were based on valuations 
far above the current values, and at 
the same time were in default on 
principal or interest. Practically all 
of these were worked out on voluntary 
take-overs, by which the borrower 
received his mortgage and his notes 
and an option for repurchase, in 
exchange for passing title. There 
were no deficiency claims or judgments, 
excepting only in receiverships. This 
handling has brought us a world of 


Assistant Manager Ralph O. Stone inspecting feeders. 


good will, and several of the men who 
thus lost their farms have since be- 
come valued customers. 

These properties, and the properties 
to which we already had title, were 
marketed as rapidly as possible with- 
out disrupting the local real estate 
situation. We were frequently accused 
of breaking the local market by selling 
at low prices, but our vindication is 
that very few of the properties thus 
sold could not be repurchased today 
for the same price or even lower. The 
fact is, this prompt, energetic handling 
of the properties got us out ahead of a 
falling market, even though at a loss 
below the face of the mortgages or of 
the obligations that the properties 
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represented. Without a competent 
real estate department, these sales 
would hardly have been possible at 
the time. 

So much for the liquidation stage 
of the department. By the time that 
business started upward in 1934, the 
worst of our problem had been satis- 
factorily handled. Today we have 
only one farm, and it happens to be 
in a distant state where drought has 
prevailed for years. Our real estate 
manager expects to sell this rather 
soon, and if he does, we shall be able 
to total up the bad news from the 
real estate assets that we involuntarily 
obtained. 


ig might have been natural to taper 

off the real estate department as 
liquidation was completed. We were, 
however, committed to maintaining a 
department that could lessen the like- 
lihood of future losses and at the same 
time help us to keep profitably em- 
ployed in real estate loans a con- 
servative fraction of our deposits. 
And, in the give and take of those 
early years, the real estate department 
had disclosed a surprising usefulness 
in such matters as helping the trust 
department with properties and mort- 
gages, servicing mortgages, getting 
roofs reshingled and rents collected 
for absentee owners, even poking up 
custodians to give more heat in 
apartments where tenants complained. 

The shift-over from liquidation to 
the present stage of the department 
was not, therefore, a sudden move. 
Rather it was an evolution. What had 
been the secondary functions of the 
real estate department moved up 
among its primary functions. And as 
market and financial conditions de- 
veloped, the real estate staff became 
also a developer of desirable, profitable 
business. 

A substantial share of the depart- 
mental expenses are today yielded by 
fees for real estate management and 


The owner is asking to extend an interest payment 
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service. There are a couple dozen 
sizable properties in town managed for 
owners who live elsewhere. Several 
farms are under the department’s 
management, for absentee owners. And 
it really manages, it does not simply 
collect rents for owners’ accounts. 


ENANTS are found for these farm 

properties, reliable tenants with 
good farming records. Several of them 
are farmers who got in too deeply dur- 
ing the pre-depression land boom, and 
who consequently lost their farms on 
mortgages in our portfolio. Experience 
has shown that it is not wise to con- 
tinue a former owner on as a tenant of 
his own farm after the redemption 
option has expired; this is too depress- 
ing to his spirit. But such farmers, 
still possessing their tools and their 
animals by reason of our policy against 
deficiency judgments, have become 
some of the best tenants on other 
farms, and are now winning their 
way back to prosperity and probably 
to eventual ownership. 

Our staff works closely with tenant 
farmers. Because our real estate 
manager is technically trained, he 
knows how to help tenants work out 
rotation schedules, how to analyze 
their soils and prescribe fertilizer, 
liming, sweet clover programs, and so 
on. In fact, up on the third floor of 
the bank he has a small, simply- 
equipped laboratory where he makes 
soil analyses not only for the farms we 
manage but also for farmers who come 
to him for assistance. With this type 
of aid and counsel at hand, the tenant 
keeps on his toes. He knows that 


THE BURROUGHS CLEARING HOUSE—July, 1938 


every so often —and he does not know 
how often —somebody from the bank 
will be out to see him, duly equipped 
with a pair of waders to slip over his 
shoes and look over the fields and the 
buildings, the fences and the manure 
piles. And he knows that if he is to 
keep his lease he had better heed the 
advice of the bank, even though it 
should interfere a little with his enjoy- 
ment of the movies or the hours he 
might prefer to spend fishing. 

Tenants of properties managed by 
the bank have discovered that they 
make better incomes by reason of this 
assistance. They have not kept it a 
secret, either. A natural result is 
that there is a steady trickle of tenant 
farmers coming in to see whether our 
real estate department has any vacan- 
cies coming up, or whether it knows of 
any good opportunities. A list of 
desirable tenants is maintained in the 
department. Primarily this is for the 
bank’s own use, but there is also a 
constant demand from farm owners 
for assistance in finding desirable 
tenants. So far, the supply of tenants 
has always been ample to meet the 
demand, but no name gets on the 
list until the department manager is 
convinced that it deserves a place 
there. 

Of course the real estate department 
also handles real estate matters for the 
trust department. Management of 
urban and rural properties in trust 
estates is in their hands, thus assuring 
skilled attention and at the same time 
lightening the burden of the trust 
officer. And when, as_ frequently 


occurs, the trust officer is looking for 





Real Estate Manager Cramer is technically trained. He analyzes soils, pre- 
scribes fertilizers, works out rotation schedules and many farm problems 


desirable mortgages to invest trust 
funds that are earmarked for such use, 
the real estate department helps out. 
The procedure in such cases is for the 
real estate department to proceed 
with the negotiations practically to the 
point of closing the deal, since it 
applies the same measurements to a 
trust investment mortgage as to a 
mortgage for the bank’s own funds. 
Here, however, the loan is turned over 
to the trust officer for closing if he is 
satisfied with it. We are meticulously 
careful to avoid anything that might 
be interpreted as selling one of the 
bank’s mortgages to a trust account, 
even though it might have been made 
for this specific purpose. The reasons 
are obvious for having the loan 
actually made by the trust department 
on its own responsibility and with its 
own check. 


HILE the usefulness of the real 

estate department in serving as a 
property manager and as an auxiliary 
of the trust department cannot be 
questioned, its maximum value to the 
institution comes in its handling of 
real estate loans. Our purpose is to 
hold our long-term bonds to a very 
small percentage—right now it is 
between 2 per cent and 3 per cent of 
total deposits —and to develop a port- 
folio of prime mortgages approxi- 
mating 10 per cent of total deposits. 
On deposit totals of something above 
$10,000,000, this means we are aiming 
toward $1,000,000 in mortgages. And 
our preference is that most of this be 
conservative mortgages on good farms, 
with a sprinkling of top-quality mort- 
gages on urban dwellings of moderate 
size to guarantee a quick market 
even in bad times. 

A year ago, we had a little over 
$700,000 of mortgages. In the inter- 
val, $130,000 of mortgages have ma- 
tured and been paid off. There have 
been substantial reductions of principal 
of the other mortgages, of which more 
later. Nevertheless, with all of these 
deductions, our mortgage portfolio 
today contains in excess of $850,000 — 
a net gain of about $140,000 in a year. 
To any one who knows the competition 
for mortgages right now, and who 
realizes that we limit our loaning to 
properties not more than two hours’ 
drive from the bank, this should be an 
impressive gain. 

Our regulations on urban mortgages 
are easily stated. We want loans of 
not more than $2,000 on a $5,000 
house, or not more than $4,000 on a 
$10,000 house, and we want them in 
or very close to Galesburg where we 
can keep abreast of all developments. 
These mortgages are most of them for 
five years, with provisions for monthly 
amortizations of about 5 per cent a 
year, so that at the end of the mort- 
gave it will have been (See page 24) 
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ASHINGTON News 


By HENRY D. RALPH, Washington Correspondent 
* * * * * 


Banks May Be Subject to 
Wage-Hour Law 


Commercial banks may be subject 
to the new wage and hour law just 
passed by Congress on the theory 
that they are engaged in commerce. 
There is nothing in the law either 
expressly including or expressly exclud- 
ing banks, and as this was written no 
officials were in a position to give an 
authoritative opinion but several 
expressed the view that recent deci- 
sions of the Supreme Court have so 
broadened the powers of Congress 
under the commerce clause of the 
Constitution that banks probably will 
be held subject to the wage-hour law. 

The new law applies to all employers 
engaged in commerce, and “‘commerce”’ 
is defined as “‘trade, commerce, trans- 
portation, transmission, or communica- 
tion among the several states.”” The 
bill as originally passed by the House 
would have directed the Secretary of 
Labor to make findings, after investi- 
gations and hearings, as to what 
industries are engaged in commerce 


* * Ff FF @ 


and subject to the act, but the draft 
finally agreed on and sent to the 
President eliminated this provision 
and leaves it up to the courts to deter- 
mine whether or not any particular 
employer or class of employers is 
exempt. And in order to get a court 
test an employer must deliberately 
violate the law and subject himself 
to an injunction and run the risk of a 
$10,000 fine. 

If the law is held applicable to 
banks, the minimum wage provisions 
may not affect many bank employees 
but the limitation on the maximum 
work week may require a considerable 
rearrangement of bank schedules. Dur- 
ing the first year the act is in effect 
no employer may employ “any of his 
employees who is engaged in commerce 
or the production of goods for com- 
merce’”’ more than forty-four hours in 
any week. During the second year 
the maximum is forty-two hours and 
thereafter it is forty hours. These 
hours may be exceeded by paying 
one-and-one-half times .wages for all 
overtime. 
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The wage provisions are more flexi- 
ble. The minimum wage is 25 cents 
per hour during the first year, 30 cents 
per hour during the next six years, 
and 40 cents per hour after the 
seventh year. Industry committees 
are to be set up to study wage condi- 
tions and based on their recommenda- 
tions the administrator of the act 
may issue orders fixing different mini- 
mum wage rates for various industries 
or parts of industries, but such minima 
may not be less than 30 cents nor 
more than 40 cents per hour. These 
committees will have no jurisdiction 
over maximum hours. Child labor, 
defined as the employment of persons 
under sixteen years of age, is also 
prohibited, but apparently in a way 
which will not apply to banks since 
the prohibition is against the shipment 
of goods in the production of which 
child labor was employed. 

While national banks and members 
of the Federal Reserve System are 
excluded from the provisions of the 
social security tax laws on the ground 
that they are instrumentalities of the 
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Federal Government, there is no such 
exemption in the wage-hour law. The 
apparent intent is to reach every 
employer under the control of Con- 
gress. National banks undoubtedly 
are under the control of Congress and 
although this control may rest pri- 
marily on the powers of Congress to 
regulate money, several legal authori- 
ties have expressed the view that 
courts probably would hold that all 
commercial banks, state or national, 
are engaged in commerce. They point 
to recent decisions holding that manu- 
facturing companies are engaged in 
commerce for purposes of the national 
labor relations act, and that utility 
holding companies are engaged in 
commerce and subject to the Securities 
and Exchange Commission. 

The act takes effect 120 days after 
its signature by the President, and 
there appears to be no provision for 
an interpretation or ruling by any 
administrative body or official as to 
whether or not it is intended to apply 
to banking or any other trade or 
industry in doubt. 


The New Plan of Bank 
Examinations 


The new plan of unified bank exami- 
nations and regulation of security 
purchases by banks, worked out by 
Federal and state supervisory agencies, 
would embody many changes. While 
the rules in many respects would be 
more liberal and more flexible than the 
old they would retain the fundamental 
objective of preventing banks from 
buying speculative bonds and making 
bad loans. The idea is an effort of an 
inter-departmental committee. headed 
by Secretary of the Treasury Henry 
Morgenthau, Jr., and including repre- 
sentatives of the Comptroller of the 
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Currency, Federal Deposit Insurance 
Corporation, and Federal Reserve 
Board, and was approved by the 
executive committee of the National 
Association of Supervisors of State 
Banks. Coupled with the plan on 
uniform examining procedure would be 
a restatement of the comptroller’s 
regulation governing the types of 
bonds which Federal Reserve member 
banks may hold. 

The committee was faced with the 
problem of removing obstacles, real or 
imaginary, which the examining pro- 
cedure may have placed in the way of 
banks desiring to extend greater credit 
to business enterprises, but at the 
same time to retain sufficient control 
over banks to prevent them from en- 
gaging in speculation or extending 
credit unwisely. One change with this 
end in view would drop the designa- 
tions “‘slow,”’ “doubtful,” and “‘loss” 
which examiners have used in classify- 
ing loans and substitute a series of 
Roman numerals. The classifications 
themselves remain about the same 
but the designations do not carry any 
popular connotation nor stigma. Print- 
ing the rules for classifying loans under 
the numerical headings in the exami- 
ner’s reports would tend to bring about 
a uniform understanding of the classi- 
fications on the part of both examiners 
and bankers. 

In appraising securities in one 
change, bonds of the three highest 
credit ratings and other rated and 
unrated securities of equivalent credit 
status would be valued at cost, and no 
consideration would be given to mar- 
ket price. Net depreciation would be 
noted but not be deducted in comput- 
ing unimpaired capital. In addition, 
banks would be required to maintain 
adequate valuation reserves against 
their security accounts, and until 








- 





losses had been charged off and ade- 
quate reserves established, profits from 
the sale of securities would not be 
used by the bank but must go to 
build up the reserve. An amortization 
program would be required of banks 
in order to write off premiums for 
securities purchased above par. This 
device is expected to prevent banks 
from purchasing speculative securities, 
and examiners would be instructed to 
criticize speculative trading in the 
bond market. The changes in the 
modernized regulations on bond pur- 
chases were designed primarily to make 
it easier for bankers to buy securities 
of small and local concerns and yet 
prevent them from purchasing issues 
which are predominantly speculative. 
Present regulations require that where 
a bond is not rated in recognized rating 
manuals the bank must maintain a 
suitable credit file to justify its pur- 
chase, and many bankers have com- 
plained that examiners have laid too 
much stress on rating manuals and 
have made it difficult to purchase 
sound but unrated securities. 


Treasury Ready for Fall 
Financing 


The amount of additional funds 
required by the administration’s re- 
newed relief spending program will 
determine the Treasury’s financing 
plans during the late summer and fall, 
but prospects are that a sizable issue 
of notes or bonds will be floated at the 
mid-September quarterly financing 


period. The way was paved for such 
an operation in June when the Treas- 
ury asked for no new money but 
negotiated a $1,200,000,000 refunding 
deal exchanging notes and bonds for 
approximately 97 per cent of $618,- 
056,800 of 27% per cent notes maturing 





A preliminary sketch of the new United States Depository, for the Treasury’s silver, now nearing completion 
at West Point, New York. The vault will have a storage capacity of two billion ounces 
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MARSHALL R. DIGGS 
Acting Comptroller of the Currency 


CLEARING HOUSE 


Harris & Ewing Photo 
LEO T. CROWLEY 
Chairman, Federal Deposit Insurance Corporation 


. their objective, backed by banking law, is more 
active in the management of banks by bank directors. 


June 15 and $596,416,100 of 24% per 
cent notes maturing September 15. 
Holders were offered either 234 per 
cent bonds maturing in twenty-five 
years and callable in twenty years, 
or 1% per cent notes maturing in 
five years. By refunding September 
maturities three months ahead of 
time, the Treasury was thus free to 
seek new money in the fall through 
whatever type of security then appears 
to be best suited to the money market 
and to the Treasury’s needs. 


Crowley and Diggs Point 
Talks at Directors 


A continuing campaign to force 
directors to assume more responsibili- 
ties and to take a more active part in 
the management of their banks is 
being waged by Federal bank super- 
visory agencies. For example, Leo 
T. Crowley, Chairman of the Federal 
Deposit Insurance Corporation, in a 
number of speeches made recently 
before various groups of bankers, has 
stressed that no amount of careful 
supervision can guarantee soundness 
and earnings to banks nor can it 
replace good bank management, and 
at every opportunity he has urged 
bankers to give more attention to 
details of the functioning of their 
institutions. 

Even more pointed were the re- 
marks of Marshall R. Diggs, Acting 
Comptroller of the Currency, before 
the convention of the District of 
Columbia Bankers Association, who 
addressed himself specifically to direc- 





tors and pointed out that the National 
bank law holds directors responsible 
for the management of a bank, and not 
the officers and employees. “Too 
often in the past,” he declared, “‘direc- 
tors have been more or less figure- 
heads, knowing very little about the 
bank’s affairs. I believe it is almost 
proverbial that any bank which has 
a properly functioning board of intelli- 
gent, conscientious directors is a well- 
run institution. These directors make 
it their business not only to attend 
meetings regularly and at these meet- 
ings to pass on loans and security 
investments but also the bank’s public 
relations and other details of oper- 
ation. If anything goes wrong with a 
bank, the directors are the ones who 
are held responsible.’ Mr. Diggs 
particularly recommended that bank 
directors pay more attention to the 
broad subject of public relations, en- 
courage co-operative studies to im- 
prove bank management, and pay 
adequate salaries to employees in 
responsible positions. 

As an example of some of the duties 
imposed on bank directors, the Board 
of Governors of the Federal Reserve 
System recently handed down a num- 
ber of rulings interpreting some of 
its regulations. In connection with 
the operation of a trust department, 
the board ruled that the directors 
must take whatever action is neces- 
sary to inform themselves concerning 
the manner in which trust department 
committees are performing their duties 
and the policies which are being pur- 
sued by the committees, but it declined 
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to lay down any specific procedure, 
saying that the methods to be used 
depend on the size of the bank and the 
particular circumstances involved. The 
board also ruled that the directors 
themselves must pass on renewal of 
loans made to an executive officer of 
the bank prior to. June 16, 1933, and 
may not delegate this function. 


Federal Reserve Analyzes 
Earnings, Expenses 


An analysis of earnings and expenses 
of member banks has just been com- 
pleted by the Board of Governors of 
the Federal Reserve System com- 
prising a series of tables showing 
operating details of banks of different 
classifications and sizes, and by Federal 
Reserve Districts. General conclu- 
sions are that total earnings from cur- 
rent operations and total current 
expenses of all member banks in 1937 
were at about the same level as in 
1936, but net profits were smaller than 
in 1936 principally because of a re- 
duced amount of recoveries on loans © 
and investments and of profits on 
securities sold. Losses and depreci- 
ation on loans and investments also 
declined, however. 

Member bank profits were at an 
annual rate of about 6.3 per cent of 
total capital funds in 1937 as against 
8.9 per cent the previous year and an 
average of about 8.8 per cent in 1928 
and 1929. In recent years total cur- 
rent earnings and total expenses of 
member banks have shown little 
change from the relatively low levels 
reached in 1933. Because of large 
losses and depreciation written off 
during the depression, the banks 
showed net losses during the years 
1932 to 1934. Net profits reappeared 
in 1935 as write-offs declined, reflect- 
ing rising bond prices and the im- 
proved financial standing of bank cus- 
tomers owing to better business condi- 
tions and growing incomes. In 1936, 
for the first time in many years, the 
amount of recoveries, profits on securi- 
ties sold, etc., exceeded losses and 
depreciation, thus inereasing tempo- 
rarily the net profits of banks to near 
pre-depression levels. In 1937 losses 
again exceeded recoveries by a small 
amount, and net profits were smaller 
than in 1936, but larger than in any 
other year since 1929. 

These observations are summarized 
in the following table: 


(In millions of dollars) 


1929 1933 1936 1937 


Total current earnings. ..2,399 1,237. 1,271 1,321 
Total current expenses...1,684 859 872 902 


Net earnings......... 715 378 399 419 
Recoveries, profits on 

securities sold, etc..... 137 125 508 256 
Losses and depreciation.. 295 858 441 338 
Net profit or loss (—)... 557 -356 465 337 
Cash dividends declared. 409 151 199 201 
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“¥’M not so sold on radio for the 
small bank in the smaller cities, 
such as ours.” 

When asked what he thought of 
radio, that was the answer of an 
officer whose bank had broadcast for 
a year. 

Recently the Financial Advertisers 
Association completed a research in 
radio. Twenty-four per cent of the 
banks replying to the questionnaire 
had used radio but were discontinuing 
it. Reasons assigned were: Too 
costly; results disappointing; no cus- 
tomer comment; station unsatisfac- 
tory; type of program disappointing. 

Radio, to be sure, is not the medium 
for many banks. Various factors may 
prevent its use . .. the matter of 
budget, of available talent, of an 
acceptable station. Other conditions 
may prevent its proper use. Some 
banks do not need the benefits of 
radio, since they are doing an entirely 
adequate job without it. 

Yet many banks and trust com- 
panies approve heartily of broadcast- 
ing. 

Since 1928 more and more banks 
have been intrigued with the pos- 
sibilities of radio. Increasing numbers 


INDUSTRIAL 


MORRIS PLAN 


BANK 


Winners of a pronounce-a-down contest, one of two unusual 
programs broadcast by The Morris Plan Bank in Detroit 
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Should Banks Use 


Rapio ADVERTISING? 


By 
J. M. EASTON 


Advertising Manager, The Northern Trust Company, 
Chicago, Illinois 


Various types of programs sponsored by 
banks are outlined by the author, whose 
own institution has been on the air for 
a span of over seven consecutive years 


have gone on the air with programs 
of widely. varying types, sponsoring 
everything from simple spot announce- 
ments to full hours of entertainment. 


T has taken the banks of this 

country a long time to accept radio 
as an advertising medium. At first it 
seemed a bit unorthodox and was 
included as an advertising experi- 
ment ... briefly . . . and not too 
thoroughly enjoyed. Many banks 
bought radio as a novelty; promptly 
dropped it. As recently as 1932 it was 


said that ‘““Radio advertising for banks 
is still in the experimental stage.’’* 

Gradually radio has emerged from 
its early acceptance as a novelty and is 
now measurable, stable, and in a 
majority of instances, profitable for 
banks to employ. 

It is not surprising that radio was 
used in 1937-8 by nearly 250 financial 
institutions. Twenty to thirty banks 
were banded together in a nation- 
wide hook-up for an hour of symphonic 
music each week. Twenty-nine or 


*Don Knowlton, ‘‘Advertising for Banks.” 





Planning the Bank of America’s ‘‘House of Melody’’ 
program designed to promote FHA loans 
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From twenty to thirty banks jointly sponsored weekly broadcasts by the Philadelphia Symphony Orchestra over a 
nation-wide hook-up during 1937-38. Such concerts reflect credit on participating institutions and build good will 


thirty clearing houses spread from 
coast to coast are sponsoring the 
A.B. A.’s transcribed programs. Scores 
of banks are broadcasting independent 
local programs. 

There is nothing startling or impres- 
sive in the figures, when it is remem- 
bered there are upwards of 15,659 
banks in this country. Two hundred 
and fifty banks using radio is only an 
impressive fact when we consider the 
comparatively small total number of 
institutions located in cities in which 
broadcasting facilities are available. 


There are approximately 647 com- 
mercial radio stations located in 449 
American towns and cities, in which 
there exist 2,400 banks and : trust 
companies representing the primary 
potential users of radio.* 

Radio, generally, is looked upon 
today as an accepted advertising 
medium capable of — 

1. Bringing favorable attention to 
an institution. 

2. Selling its goods, indirectly. 


*Figures include branches but_not banks located in 
suburbs of cities with broadcast facilities. 


Good music well rendered is the keynote of The Northerners’ 
program, sponsored by The Northern Trust Company since 1931 


3. Providing a bank with an un- 
usual opportunity to be articulate, 
human, and friendly. 

These are the three most frequently 
mentioned reasons why banks now 
purchase, or have indulged in, radio. 
No bank can afford not to be regarded 
favorably. Each has services to sell. 
And every institution welcomes an 
opportunity to reveal its personality 
and be better known. Radio provides 
a sure, quick medium for effecting 
these three ends. 

Let us investigate, briefly, some of 
the characteristics of several bank 
programs. Then perhaps it will be 
possible to define their purposes, and 
we may discover what definite results 
certain banks have obtained. 

There are few bank programs which 
have been on the air continuously for 
a number of years. The Northern 
Trust Company, Chicago, has been 
on the air for more than seven consecu- 
tive years which is said to be a record 
among financial institutions. It rates 
as one of the oldest programs in the 
country, at least from the standpoint 
of remaining under the same sponsor- 
ship. Most banks, however, have con- 
sidered radio in terms of 13-, 26-, and 
39-week schedules, the majority buy- 
ing time for intervals of less than a 
year. In that regard, it may be said 
that when radio is not bought to sell 
tangible goods it must be lived with 
for longer periods of time to make 
itself felt. This is true because 
vigorous selling methods and direct- 
line commercial appeals usually cannot 
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be employed. It thus takes longer 
to make a radio audience conscious of 
the program offered, and to alter the 
accustomed listening habits of those 
who turn to radio for entertainment 
and information. 

Banks on the whole have purchased 
radio intelligently and have used it 
well. Quite uniformly, their programs 
have ranked high in character and 
originality. If there is any general 
criticism it might be that the medium 
in too many cases was canceled out 
of the bank’s advertising plans before 
its full benefits were derived. This 
has been due to a variety of reasons 
such as costs, competition on the air, 
impatience with results, and lack of 
unanimity in the institution regarding 
the program itself. 


MUSICAL programs have been in 

the preponderance as bank and 
trust company offerings, with dramatic 
sketches and “talks” next in popu- 
larity, and spot announcements rank- 
ing third. 

Let us take a look at the radio 
programs offered by nine banks in 
1937 and 1938. Two are similar but 
the group is widely diversified. These 
are reviewed here, that bankers may 
know the range of possibilities open to 
those who contemplate the use of 
radio. 

The First National Bank in Chicago 
was a member of the coast-to-coast 
group which broadcast the Philadelphia 
Orchestra during 1937-38. A sym- 
phonic orchestra matches the dignity 
of a bank and reflects the character of 
a substantial institution. Yet the 
First National Bank of Chicago did 
not have any false illusions regarding 
an hour’s broadcast once a week from 
the standpoint of the business it 
would create. Rather did they sub- 
scribe to it for the good will such a 
program would engender for First 
National in particular and for banking 
in Chicago, generally. 

The American National Bank and 
Trust Company, likewise in Chicago, 
sponsored an unusual program in 1937. 
To sell goods? Partially. To publi- 
cize itself as a new institution and to 
establish itself in the mind of the 
community as a commercial bank? 
Yes, almost entirely. Their program 
contained no music. It ran for fifteen 
minutes twice a week and consisted of 
a commentator, the financial editor of 
a Chicago newspaper, who dwelt on 
financial and corporate topics and who 
in the course of his broadcast each 
night interviewed a prominent business 
or industrial leader. There was a nice 
double-purpose to this program for it 
built good will for the bank, not only 
with the public, but specifically with 
the business concern, the head of 
which was an invited guest speaker. 

Then there are the half-dozen or so 
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Examples of how banks publicize their programs with newspaper advertising, 
reprints of broadcasts, invitations to concerts, and similar promotion assists 


programs patterned after the one 
originated by the First National Bank 
of Spokane, Washington, which set a 
standard for institutions located in 
cities of less than 1,000,000. Joseph 
F. Cornelius, advertising manager of 
Spokane’s First National Bank is 
responsible for ““Romance of Achieve- 
ment,”” which his bank has broadcast 
for over four years. When asked if 
his program had been successful enough 
to be continued he wrote, ““We have 
just signed a contract for the fifth 
year, which I think will answer your 
question. Quite frequently, individuals 
opening new accounts will mention 
that they have heard our program. 
We have found that the radio, in 
addition to publicizing the bank, can 
sell services such as automobile loans 
quite successfully.”” Cornelius’ fifteen- 
minute program, broadcast once a 


week, consists of music and a five- 
minute story about a local concern 
that is a customer of the bank. The 
information upon which the talks are 
based is provided by the firm or cor- 
poration itself. Employees of the 
particular industry are notified of the 
broadcast by posters or direct mail, 
and the talk about their own business 
becomes a valuable employee-relations 
gesture, while at the same time the 
bank takes advantage of this oppor- 
tunity indirectly to invite their ac- 
counts. Of primary importance, of 
course, is the opportunity this pro- 
gram provides the bank to publicize 
interesting facts regarding large and 
important industries, and therefore to 
build prestige and good will. 

The Fort Wayne National Bank in 
Fort Wayne, Indiana, with the per- 
mission of First National (See page 27) 
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JOHN C. TRAPHAGEN 


WALTER J. CUMMINGS 


WALTER J. CUMMINGS and WILLIAM C. POTTER... 
Members of a special Recovery Board of sixteen leading industrialists 
and bankers, formed for the purpose of co-operating with the Adminis- 
tration to help bring about the end of the recession. The group is 
pledged to encourage leaders of business to ‘“‘take initiative to develop 
and stabilize their respective industries.” Mr. Cummings is board 
chairman of the Continental Illinois National Bank and Trust 
Company, Chicago, and Mr. Potter is chairman of the board at the 
Guaranty Trust Company, New York. 


JOHN C. TRAPHAGEN .. . President of the 154-year-old 
Bank of New York, which has dropped the ending ‘‘& Trust Com- 
pany” from its name, reverting back to the original name under 
which the institution was founded in 1784 by Alexander Hamilton 
and other prominent New Yorkers. The bank adopted the addition 
to its name in 1922, when it merged with The New York Life Insur- 
ance & Trust Company. It is announced that the new change in 
name does not in any way mean an alteration in the nature of the 
bank’s business, which includes trust services and commercial bank- 
ing activities. 


RAY M. GIDNEY ... All officers of the Robert Morris Associates 
were re-elected at the annual meeting June 11, including Mr. Gidney 
who was re-named president of this national association of financial 
credit men. He is also vice-president of the Federal Reserve Bank 


RAY M. GIDNEY 


HENRY J. COCHRAN 


WILLIAM C. POTTER 


of New York. With the exception of one year in 1923-24, when he 
became vice-president of the Citizens Trust Company of Buffalo, 
N. Y., and later vice-president of the Marine Trust Company, 
Buffalo, Mr. Gidney has been connected in some capacity with the 
Federal Reserve System since 1914. 


HENRY J. COCHRAN ... Mr. Cochran has been nominated 
as president of the Franklin Savings Bank, New York, to succeed 
James R. Trowbridge who is retiring from business life. Although 
the actual election will not take place until the next meeting of the 
board of trustees, it is contemplated that Mr. Cochran will assume 
his new duties August 1. For over twenty years he has been con- 
nected with the Bankers Trust Company, New York, from 1929-31 
as president and later as vice-chairman of the board of directors. He 
has also been a trustee of the Franklin Savings Bank since 1917. 


MILTON F. BARLOW .. . At the annual convention held in 
Louisville, Ky., June 6-10, Mr. Barlow was formally installed as 
president of the American Institute of Banking for the ensuing year. 
He had previously served on the Executive Council from 1933-36, 
and was elected vice-president of the Institute at the St. Paul con- 
vention in 1937. His banking experience began as a messenger at the 
United States National Bank of Omaha, where he advanced through 
various departments. Since 1936 he has been cashier of the National 
Citizens Bank of Mankato, Minnesota. 


MILTON F. BARLOW 
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\ ,' TINDOW displays may well be 
likened to a frame through 
which many passersby picture 
the bank. Not a very flattering 
impression is created by the somewhat 
typical display of stereotyped window 
cards which indifferently call attention 
to sundry bank services, and which 
are changed with placid infrequency. 
The first prerequisite for the cre- 
ation of displays that reflect credit on 
the institution is an attitude of mind 
on the part of the bank management 
which recognizes the window space as 
a golden opportunity for reaching the 
public —not merely as a troublesome 
niche in the front wall which must 
somehow be filled. Secondly, there 
must be someone in or out of the bank 
who will take a personal and active 
interest in keeping the space alive 
with timely, unusual displays that 
halt the constant stream of pedestrian 
traffic. 
Let us suppose that you were in 
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Dressing Up The 


Bank's WInpows 


Constructive cues on how to create human 
interest displays that attract attention 


and help to sell the bank to the public 


By 
W. H. BURCH 


Advertising Manager, The First National Bank of Fort Worth, 
Fort Worth, Texas 


the ranks of the steady procession of 
street traffic which converged at 
Seventh and Houston streets in Fort 
Worth, Texas, not long ago. Some 


of the procession drifted methodically 
by, but others came to a halt before 
the First National Bank’s window 
space and scanned the display with 
interest. 

Curious to see what the attraction 



















could be, you joined the group of 
onlookers before the bank window and 
found that a local brick company had 
assembled a novel display of brick 
specimens gathered from all parts of 
the world. Attention was particularly 
focused on a crude-looking relic of 
another age and civilization —a sample 
taken from the Great Wall of China, 
outside of Peking City. 

An identifying card informed you 
that Emperor Tsin-Shi-Whang-Ti 
ordered the wall built in the Third 
Century B. C. as a bulwark against 
aggressive invasion; that the wall 
stretched 2,500 miles from Shanhaik- 
wan to Suchoo, and that 700,000 men 
were employed in the herculean task 
of construction. There was the timely 
thought that today the Great Wall 
lies crumbled and strewn in ruins at 
many points along its circuitous route, 
under the onslaught of modern aerial 
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Located at one of Fort Worth’s busiest 9" 
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s busiest@0rners, the bank window is largely devoted to fascinating educational exhibits of this nature 
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Bricks from all parts of the world comprised this display, featured by a sample from the Great Wall of China 


bombing. Tying in with the display 
of old contrasted with modern brick 
construction was a suggestion relative 
to FHA-insured housing loans handled 
by the bank. 

Month after month—year in and 
year out—Fort Worthians continue 
to find in the First National’s window 
space exhibits that invite them to 
“‘stop, look and read.” Striving always 
for an educational theme, each succes- 
sive exhibit deals with some topic of 
current appeal. 

At one time passersby may view 
with interest a novel display of rope 
strand and a wide assortment of 
knots, arranged through the co-oper- 
ation of a local cordage company. 
In a section where cattle raising is a 
great industry, this education in the 
art of knot-tying ‘attracted wide 
attention. 

Another time will see a “Safety” 


window graphically depicting the hor- 
rors of careless automobile driving. 
Popularity of the window and good 
will toward the bank have been 
enhanced by co-operating with civic 
organizations such as The Red Cross, 
Boy Scouts, Camp Fire Girls, ete. 
Another prolific source of material for 
displays has been in the form of 
private collections, particularly those 
which have some educational value. 

Timeliness is obtained in many 
cases through a tie-up with seasons, 
historical occasions and current events. 
Washington’s Birthday, Lincoln’s 
Birthday, the Fourth of July, Armistice 
Day and Christmas are notable ex- 
amples. 

The opening of the quail season is 
likely to bring a nature study in the 
First National’s window, with a wood- 
land setting of reeds, willows, leaves, 
decaying logs, and proud specimens of 


the taxidermist’s art. Recent histori- 
cal displays have depicted the passing 
of the Longhorn and an attractive 
arrangement of Indian arrowheads. 
Civic displays are timed with such 
events as the Fat Stock Show, the 
Community Chest, city improve- 
ments, etc. 

In the last-named connection, ap- 
propriately timed to the razing of the 
old City Hall not long ago, an attrac- 
tive setting in the First National’s 
window reviewed threescore years of 
Fort Worth history. Like a buried 
pirate’s chest, unearthed to reveal its 
contents of glittering jewels and dou- 
bloons and pieces o’ eight, the contents 
of the old cornerstone were displayed 
against a background of enlarged 
photographic scenes of downtown Fort 
Worth as its skyline appeared back 
in the eighties. 

‘**Timeliness” in another (See page 30) 
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CANADIAN BANKING 








Interesting New 
Bank Folders 


“Try This Memory Test (Time 
Allowance . . . One Minute)” is the 
title of a new folder placed on counters 
of Canadian Bank of Commerce 
branches. Under the heading ‘‘Do 
you remember where you put... ” 
there is a list of important papers and 
property which can be kept in a safe 
deposit box. The folder states, ““One 
minute may seem short for answering 
these questions, BUT, if your house were 
burning you might have even less.” 

“Ten Timely Travel Topics” is the 
title of another new folder issued by 
the Canadian Bank of Commerce, that 
lists banking services for those who 
will go away during the summer 
months. The list includes Custody of 
Valuables, Securities, Banking Serv- 
ices, Travel Funds, Letters of Credit, 
Payments, Remittances, Foreign Cur- 
rencies, Travel Bureau, Consult our 
Managers. A companion blotter with 
Travel Suggestions is also on the 
counters of the bank’s branches. 

“Things Worth Knowing for the 
Traveller” is a small new folder of the 
Imperial Bank of Canada, to acquaint 
customers with the Travellers’ Cheques 
issued by the bank in dollars and 
sterling currencies. 


British Empire’s 
Tallest Buildings 


The two tallest office buildings in 
the British Empire are bank head office 





By JAMES MONTAGNES 








Try this 


MEMORY TEST 


..ONE MINUTE) 


(TIME ALLOWANCE - 


TRY THIS MEMORY TEST 


(TIME ALLOWANCE -- ONE MINUTE)* 


DO YOU REMEMBER WHERE YOU PUT eeuseneue 


Your life insurance policies? . 

The deed to the house? The Mortgage? 

Your fire, accident and bile i 

Those valuable christening and birth records? 

Your will? 

Your marriage certificate? 

Important financial records, receipts, cancelled cheques?.. . . 





Prized photographs, jewelry, heirlooms? 
The inventory of your personal property (so important for insur- 


*One minute may seem short for answering these questions, 
BUT, if your house were burning you might have even less. 








Your valuables will be safe from fire, theft and loss —- if placed in « 


Safety Deposit Box in this Bank. The enst is small, the 


protection and peace of mind are great. 


THE CANADIAN BANK OF COMMERCE 





Interesting safety deposit promotion folder prepared by the 
Canadian Bank ef Commerce 


buildings, the Canadian Bank of 
Commerce Building at Toronto, 34 
stories or 456 feet high, and the Royal 
Bank of Canada Building at Montreal, 
393 feet high. In each case the banks 
occupy the lower eight floors and 
basements, and rent the balance of 
the buildings mainly to financial con- 
cerns with world-wide business. Legal 
firms and large mining companies rank 
next in occupancy. Both buildings 
have been fully occupied at the same 
rental, ranking among highest in each 
city, since they opened in 1928 (Royal 
Bank Building) and 1930 (Canadian 
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Two tallest office buildings in the British Empire: left, 34-story Canadian Bank of 
Commerce Building at Toronto; right, Royal Bank of Canada Building at Montreal 


Bank of Commerce Building). The 
latter building has an observation roof 
which each summer draws 10,000 
paying visitors. 


Banks Stressing 
Small Loans 


Canadian banks are investigating 
the possibilities of enlarging their 
activities in the small loan field, as the 
result of a series of hearings by the 
Banking and Commerce Committee of 
the Canadian Parliament recently at 
Ottawa. 

It was suggested at Ottawa by 
S. G. Dobson, general manager of the 
Royal Bank of Canada, in his capacity 
as president of the Canadian Bankers’ 
Association, that “should (the govern- 
ment) decide to ask us to co-operate 
in the small loans field and provide an 
increased rate for monthly payment 
loans, I believe it is quite possible and 
probable that some banks might then 
decide to take up that extended loan 
field . . . I would think a straight 
interest basis would be the better 
basis (as against a discount basis) so a 
man would know what he is being 
charged.” 

To date only one bank, the Canadian 
Bank of Commerce, has invaded the 
personal loan field with a_ special 
department, although all Canadian 
banks have made it a matter of policy 
to make smail loans to credit-worthy 
individuals. The Bank of Commerce, 
however, has gone into the field of 
salaried and wage-earning (See page 32) 
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Court DEcIsIons.... 


Litigation involving note’s maturity date... Garnishee’s rights 
pertaining to special accounts... Liability for trustee’s trans- 
actions ... Note payable to fictitious payee may still be valid 


When Is Maturity? 


Ordinarily a note matures on its 
stated maturity date, but it is possible 
for a note to mature “‘automatically” 
far in advance of the stated or normal 
maturity date. A bank acquiring 
such a note after its “automatic” 
maturity, may find itself defeated as a 
holder in due course if the note should 
become the subject of litigation. 

A Connecticut note contained a so- 
called acceleration clause in this form: 
“Upon default of any installment of 
this note, the entire amount shall 
become due and payable.” Later, 
when a suit involving the note came 
before the United States District 
Court, the court decided that the 
holder of the note was not a holder in 
due course and was therefore subject 
to any defenses which the maker had 
on the note. This was because the 
holder had acquired the note after the 
“‘automatic’”” maturity of the note 
under the acceleration clause. 

“The principles of law applicable 
to this case are comparatively simple,” 
said the court. “‘A note, like any other 
obligation, is subject to any defenses 
which the maker may have as. against 
the payee. If its execution and de- 


By 
CHARLES R. 
ROSENBERG, Jr. 


Member of the Bar of Pennsylvania and of the 
District of Columbia 


livery were induced by fraud, then the 
fraud will void the obligation of the 
note in the hands of the payee. A 
holder in due course, however, takes 
negotiable paper free from defenses 
of the maker against a payee. An 
assignee of a holder in due course 
stands in the same position. 

‘“*A person who acquires a note after 
it has matured, is not a holder in due 
course. On January 28, the note in 
this case was in default. By that date 
six installments should have been paid 
and only five had been paid, and by 
reason of the acceleration clause therein 
embodied, the note had matured.” 

A bank acquiring a note from a 
payee should look carefully for an 
acceleration clause. If there has been 
a default in an installment payment, 
the note matures in full as of the date 
of the default, and the bank can not 


maintain its status as holder in due 
course on such a note. Aceeleration 
clauses ordinarily appear in notes 
payable in installments. (Bond Holders 
vs. Ayling, 22 Federal Supplement, 
847.) 


Garnishment of Special 
Account 


Depositors for reasons of their own 
frequently open accounts in their own 
names followed by such words as 
“agent” or “‘clerk.”” Sometimes this 
is because the depositor is handling 
funds of others in the account; some- 
times such a description is added to 
the account to confuse the depositor’s : 
personal creditors. 

A creditor garnisheed such an ac- 
count in an Alabama bank. The 
account was carried in the name of 
the depositor as “‘agent.”” In response 
to the writ of garnishment the bank 
filed an answer which in effect denied 
that the depositor had an account with 
the bank. 

What the bank obviously meant, of 
course, was that the depositor had 
no account with the bank as an 
individual, and this the bank probably 
thought was a correct (See page 29) 
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(From page 9) assets, to prevent possible 
loss in time of business duress. 
Question may be raised as to the 
cost of handling these loans. The 
added overhead expense has been 
slight. We have added one man to 
the statistical department to aid in 
making industry and company analy- 
ses. Three employees from other 
departments are taking care of the 
bookkeeping details incident to the 
loans, in addition to their other duties. 
No advertising, promotion or solici- 
tation of any kind has been necessary. 
Some of the business has been derived 
from our correspondent commercial 
banks in such centers as New York, 
Pittsburgh and Chicago. These banks 
in some cases take a portion of the 
loan that has an early maturity, on 
an open account basis, while the 
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Making Capital Loans 


Society for Savings takes the balance 
and obtains the mortgage as security. 
The Society for Savings avoids 
competing in any way with the bor- 
rowers commercial bank. We are 
interested only in getting back princi- 
pal with interest, as we cannot by 
law carry commercial accounts, operate 
a trust department, or perform other 
functions of commercial banking, and 
do not expect the loans to result in 
business for other departments. 

We do not consider, of course, that 
we are doing something entirely new 
in making capital loans to business. 

However, we do believe that in 
making such loans, we have developed 
a procedure which embodies some 
advantageous features. We take ut- 
most precautions to assure that the 
loans are sound to begin with, and 


through monthly statements keep close 
check on the borrower’s business to see 
that they remain so. Adequate security 
is obtained and periodic payments 
constantly reduce the measure of 
financial risk. From all appearances 
to date, loans of this kind seem to be a 
safe type of investment for us. 

Of course, there is always the 
distant possibility that some cata- 
clysmic social or economic upheaval 
will completely upset our carefully 
gauged plans. Nevertheless, as one 
of the directors of our institution 
remarked, “we are continuing to do 
business on the assumption that this 
country is still fundamentally sound 
and will continue to remain so in the 
future. Otherwise it would be impos- 
sible for us to conduct a _ banking 
business of any kind.” 


Affording a Real Estate Department 


(From page 12) reduced approximately 
25 per cent. And each mortgage is 
left wide open so that the borrower 
may repay any amount of principal 
that he can at any time that suits his 
convenience. 

Farm mortgages are made on con- 
Servative percentages of conservative 
valuations. When an application comes 
in, the real estate manager or his 
assistant goes out and looks at the 
farm. Really looks at it, that is. 
He plats the farm, notes exactly how 
much is in each kind of soil and the 
condition of the soil, any evidences of 
erosion, condition of fences and build- 
ings, windmills, drainage, and all that. 
When he finishes the job, he knows 
what the farm is worth, what it 
requires to put it in condition for 
resale, what it will probably need five 
years from now if it should get into 
trouble. He also knows his size-up of 
the owner’s ability as a farmer and 
whether he has a good chance to make 
a living above any fixed charges. 


UR district, within two hours’ drive 

of the bank,contains three grades of 
land. At the top is the level, black 
soil which has made Illinois a major 
factor in the Corn Belt. Next comes 
the land which contains much of this 
black soil, reasonably level, but with 
outcroppings of inferior soil. Last 
comes the land which is far short of 
desirable, and can yield a living only 
to a farmer of great skill. 

On level, black farms we will go the 
limit of prudence in making mortgage 
loans, 50 per cent or even a little more 
for a good farmer. On the second and 
third grade farms, we are interested 
only at 33 per cent or less of valuation. 


The reasoning is based on depression 
sales; we lost little or nothing on 
mortgages made even at high valu- 
ations on level, black farms, but we 
took some terrible lickings on _ less 
desirable properties. 


OUR mortgages are obtained not 

only by direct applications but also 
through loan dealers, to whom we pay 
commission for bringing us good 
applications. Our strongest selling 
points are, (1) that all of our farm 
mortgages provide the privilege of 
paying off any amount of principal at 
any time, and (2) our skilled real 
estate department. It is mighty 
appealing to a farmer to hear that he 
can pay off some of the mortgage every 
time he sells a load of hogs or feeder 
cattle, instead of having to keep a 
sum of money against the blandish- 
ments of silver-tongued salesmen. And 
our real estate folks tell the farmer, 
“Pay us.a little something as often as 
you can, even if it is only $10. Then 
when you want thirty days more time 
on your interest to finish off a bunch of 
hogs or steers, we can show that you 
are prepaying principal, and so are 
good even though you may be a little 
in technical default.” 

We are, then, getting a steady supply 
of good mortgages to give us 4% per 
cent, which is a nice differential above 
the 1 per cent interest we pay on time 
deposits. They are good mortgages 


because they are made to carefully 
drawn specifications by men who get 
right out in the field and learn the 
quality for themselves. And while the 
past years have taught us never to 
make predictions, we shall be greatly 
surprised if ever any material diffi- 


culties should arise through these 
loans. 

Our real estate department, with its 
two men and a stenographer, brings 
in a cash income in management and 
other fees sufficient to pay a sub- 
stantial share of its total cost. It 
brings us a volume of mortgages far in 
excess of what we could hope for with- 
out the department, and of a quality 
we could obtain in no other way; this 
differential is doubtless enough to pay 
the total cost of the department, 
although there is no certain way to 
figure it out on paper. 

It has brought us, too, a substantial 
volume of good banking business from 
farmers and from business men in out- 
lying territory. The two real estate 
department men are out in the field 
daily, they make contacts that eventu- 
ate in commercial accounts, savings 
accounts, safe deposit rentals. Because 
its activities send out men who talk 
the farmer’s own technical language, 
men who really aid. a good many 
farmers in the course of each month, 
and because it has helped to guide the 
bank’s policies into channels friendly 
toward the farmers, it has built us a 
volume of good will that is none the 
less real because it cannot be valued 
in dollars. 

So, after several years’ experience, 
we marvel that we ever got along 
without this kind of skilled service in 
the handling of real estate mortgages 
and properties. And our guess, based 
on our experience, is that any country 
bank of comparable size will feel the 
same amazement if ever its officers 
enjoy for a year or two the help of 
really competent specialists in this 
same field. 
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eGives every letter a BOOST! 


Meter Mail has its own receiving window at the 
postoflice, keeps out of the end-of-the-day jam; 










—doesn’t have to be faced, postmarked or can- 
celled, can make earlier trains; 
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—and arrives in better condition! 




















¢ Makes every letter boost YOU! 


The Meter Stamp proves that yours is a progressive, 
responsible Bank licensed by the U. S. Post Office 
to print your own postage in your own office; 

—and the Postage Meter prints an advertising 
slogan on your envelope at the time it prints the 
meter stamp, and at no extra cost! 


Saves postage & mailing time! 


The Postage Meter displaces the old fashioned 
stamp. Your postage is sealed in the Postage Meter, 
set by the postoffice; tamper proof, theft proof, 





loss proof! The Meter furnishes any denomination 
required for bank letter or package mailing. Visible 
dials show the amount of postage used, amount 
available — make postage accounting accurate and 
easy. And the Postage Meter seals envelopes swiftly, 
neatly, efficiently — saves time as well as postage. 





Models for every office, large or small. Get a dem- 
onstration in your Bank, and learn how thousands 






of progressive Banks profit with the Postage Meter! 


PITNEY eerered wi BOWES 
THE Postace Meter Co. 


787 Pacific Street, Stamford, Conn. 


Branches in principal cities 


Consult your telephone directory 
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An insurance company that is 
fair in its handling of claims 
will grow and prosper with the 
years. Employers Mutual has 
grown steadily, and rapidly, 
for more than 26 years. Its 


Workmen's Compensation, 
Public Liability, Automobile 
and allied forms of Insurance 
provide prompt, economical, 
and equitable Insurance Serv- 
ice to thousands of policy- 
holders. 


EMPLOYERS MUTUAL 
LIABILITY INSURANCE CO. 


HOME OFFICE: WAUSAU, WIS. 


Branch offices in the principal 
cities of the Middle West. Con- 
sult your Telephone Directory 


























FEDERAL INTERMEDIATE 
* CREDIT BANK * 


CONSOLIDATED DEBENTURES 


Exempt from Federal, State, Municipal 
and Local Taxes 


Authorized by an Act of Congress approved 
March 4, 1923 As Amended 














Consolidated debentures are the 
joint and several obligation of 
the twelve Federal Intermediate 
Credit Banks. 

Eligible up to six months’ ma- 
turity for purchase by the Federal 
Reserve Banks and are acceptable 
as collateral security for fifteen 
day loans to member banks of 
the Federal Reserve System. 


Consolidated debentures are legal 
for investment by —- banks 
in the State of New York. 


Eligible as security for all fidu- 
ciary, trust, and public funds held 
under the authority or control 
of officers of the United States. 
These debentures have been ap- 
proved as security for deposits 
of postal savings funds. 


Further information and circulars can 
*® be obtained from 





CHARLES R. DUNN 
FISCAL AGENT 
For the Federal Intermediate Credit Banks 
31 Nassau Street °@ New York City 
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BOOKLETS for BANKS 








Booklets listed below are all published by nationally-known institutions 


and are offered without charge or obligation to bank officers. 


Address 


your requests, on the bank’s letterhead, to The Editor, The Burroughs 
Clearing House, Second Blvd. and Burroughs Ave., Detroit, Michigan 


New Booklets 


A NEW PLAN OF LIFE .. . Wherein is 
outlined a long-term plan of accumulation to 
provide living protection. The booklet 


| describes an investment contract designed to 


enable the average person earning a regular 
income to set aside a definite amount periodi- 
cally, not as a passing episode, but as a 
manner of living. 


FIGURES THAT TELL THE STORY... 
How substantial savings in mailing expense 
have been effected by banks and other 
organizations is graphically illustrated with 
actual cases in this booklet. It shows how a 
bank in North Carolina saved $1,680 in 
postage in one year, and how a bank in 
Pittsburgh reduced time consumed for han- 
dling mail by 87 per cent after adopting 
modern methods of control. 


VACATION TRIPS IN AMERICA ...A 
well-illustrated 50-page booklet which con- 
tains a wealth of information about travel 
on this continent. Gives complete itineraries 
of tours and cruises ranging geographically 
from Canada to Mexico and from Bermuda 
to Hawaii, extending from a week-end to a 
number of weeks. Dates and costs are also 
included in this compact travel directory. 
Will aid vacation-minded bankers and also 
enable them to give valuable data to bank 
patrons. 


Booklets Still Available 


SAFE DEPOSIT LIABILITY .. . Legal 
decisions that will interest banks maintaining 
safe deposit departments. A leading insur- 
ance company presents instances of claims 
against banks occasioned by carelessness of 
attendants, lack of knowledge, 
equipment, etc. 


CREDIT AND ECONOMIC CONDI- 
TIONS IN FOREIGN COUNTRIES... 
This 47-page booklet gives valuable infor- 
mation on trade and exchange restrictions in 
forty-three different countries. It also sum- 
marizes general business conditions in each 
country, lists principal imports and exports, 
tells the status of government finances, the 
market value of the unit of exchange, and 
indicates the population. Compiled by The 
First National Bank of Chicago. 


SIGNS OF THE TIMES ... An insight into 
devious methods by which bogus concerns 
fleece creditors by fraudulent failures. Also 
an analysis of average balance sheet and 
operating ratios, compiled from a five-year 
study of year-end figures for thousands of 


improper 
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business enterprises in sixty-three lines of 
business. 


ADDRESSING SYSTEMS FOR BANKS 
AND TRUST COMPANIES ...A 28-page 
booklet describing methods used by eight 
different banking institutions for addressing 
forms and imprinting information on record 
cards, coupon envelopes, credit tickets, etc. 
Prepared by an addressing machine manu- 
facturer, this booklet is well illustrated with 
actual forms used by the various banks. 


HOW TO BUY AIR CONDITIONING... 
An informative 22-page booklet prepared by 
a manufacturer in this field. It analyzes the 
five main functions of air conditioning, points 
out numerous factors to be considered in 
planning an installation, and describes the 
three general types of systems now in vogue. 


PROPERTY INSURANCE DIGEST... 
A 16-page booklet which explains the more 
important forms of property insurance such 
as fire, windstorm, hail, explosion, riot, rent 
and rental value, leasehold, business interrup- 
tion, water damage, demolition, earthquake, 
etc. Also gives valuable information on 
special clauses that may be inserted in policies. 


DEFINITE BOND MARKET RECOM- 
MENDATIONS ... An eight-page analysis 
and forecast of the bond market with definite 
buying and selling advice is offered by an 
impartial financial service. 

CAN I MAKE A LIVING AS A LIFE 
INSURANCE REPRESENTATIVE? ... 
A good booklet to pass on to some capable 
young fellow who’s looking for a job or who 
hasn’t decided just what he wants to do, 
or a responsible older man who hasn’t found 
his right place in life. 

SMALL HOME PLAN ...A timely, adapta- 
ble plan for promoting the construction of 
low-priced homes, through co-ordinating 
isolated activities into a united local pro- 
gram. The plan presents a definite six-point 
campaign for informing the public how much 
their housing dollars will buy, and the liberal 
financing terms available. 

WHY PEOPLE LIKE CONCRETE 
HOMES .. . The real estate or mortgage 
departments of every bank should have a 
copy of this informative booklet, which 
describes advantages of concrete home con- 
struction for permanence, protection, com- 
fort, low upkeep cost and high resale value. 
WHAT WILL YOUR DIRECTORS SAY? 
. . - Here is a folder about bankers blanket 
bonds, listing some typical cases of losses, 
and containing some pertinent points about 
buying fidelity insurance. 
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FAITHFUL SERVICE 
SINCE 1890 












Model 
100 
Forty-eight years of faithful service to banks is the record of BRANDT 
AUTOMATIC CASHIERS. Some of the reasons why thousands of With Coin 
banks from the smallest to the largest of Metropolitan banks use Storage 
BRANDT AUTOMATIC CASHIERS are as follows: Tray 


1. Absolute accuracy in every coin payment. 

2. Speed, ease and convenience in making coin payments. 
3. Time saved for tellers. 

4. Improved service to customers. 


BRANDTS assure these advantages because only one key—the key 
corresponding to the amount to be paid—need be depressed to pay any 
amount from 1¢ to $1.00. For instance, to pay 98¢, key 98 is depressed. 
There are two strictly modern BRANDTS— Model 100, pictured here, 
which delivers coins to the teller to pass to the customer, and Model 
200, which delivers coins either directly to the customer or to the teller 
to pass to the customer. It will pay you to investigate modern 
BRANDT AUTOMATIC CASHIERS—replace early type obsolete 
machines—equip tellers’ windows where BRANDTS are not now in use. 


Write for information or a free trial. 


Brandt Coin Counting and Packaging Machine 
Brandt Coin Sorting and Counting Machine 


Brandt Coin Storage Trays 


Brandt Coin Wrappers and Bill Straps 


May we also send you infor- 
mation regarding other BRANDT products, namely: 


Guaranteed 10 Years 





BRANDT AUTOMATIC CASHIER CO... WATERTOWN, WISCONSIN 





Should Banks Use Radio Advertising ? 


(From page 18) of Spokane is successfully 
sponsoring a similar program. 

H. D. Cothrell, assistant cashier, 
says his program, ‘“‘Romance of Fort 
Wayne Business,” has two principal 
objectives: First, to advertise the 
bank and its services; second, to pay 
tribute to customers . . . representative 
businesses. Here are some of the 
collateral benefits of this type of 
program: The first broadcast of this 
bank used the General Electric Com- 
pany Fort Wayne Works, as its subject 
company. General Electric has 7,000 
employees. Their ““Work News” car- 
ried a first page spread announcing the 
broadcast and 200 placards were dis- 
played in various parts of many plant 
buildings. Thus 7,000 persons were 
placed ‘“‘on notice” in advance of 
program time. The third subject 
company, a bakery, distributed 400 
placards to grocers and others. A meat 
packing concern likewise made use of 
200 placards. The bank is able to secure 
similar co-operation with practically 
every broadcast, publicity it could not 
possibly purchase. 

One of the most successful and 
interesting programs is the broadcast 
of the Industrial Morris Plan Bank in 
Detroit. Its title, “Little Known 


Facts About Detroit,” should be the 
cue to bankers located elsewhere, who, 
desirous of going into radio, have 
ignored the reservoir of pertinent data 
which their own communities could 
so amply provide. 

A program such as this (1) presents 
valuable information to listeners (2) 
sells itself under pleasant circum- 
stances to those who might enjoy its 
services (3) builds good will for the 
institution among heads of civic, 
manufacturing, commercial, and chari- 
table enterprises. How widespread 
may be its good will potential is 
indicated by the ten subjects which 
comprised ten broadcasts: Detroit 
Zoological Gardens, Detroit Public 
Library, Parke, Davis and Company, 
Better Business Bureau, The Tele- 
phone: Company, Burroughs Adding 
Machine Company, Detroit Edison 
Company, The Salt Industry of 
Detroit, Detroit Union Produce Termi- 
nal, Detroit Fire Department. 

The Industrial Morris Plan Bank 
in Detroit sponsors another bell-ringer 
of a program, the ‘“Pronounce-A- 
Down.” It is a pioneering idea, which 
has had national recognition. Broad- 
cast on Sundays at 5 P. M., this pro- 
gram culminates yearly in a city-wide 


contest, where the contestants, youths 
and adults, ‘“‘pronounce-down”’  in- 
stead of “‘spell-down.” 

The 115-year old Troy Savings 
Bank of Troy, New York, since last 
February 28 has broadcast once a 
week a fifteen-minute program, ‘“His- 
tory Was Made Where You Live.” 
To quote Raymond K. Meixsell, 
public relations director: 

‘“‘When this series started, the origi- 
nal broadcast was on the ‘City of 
Troy’. We ran a half-page advertise- 
ment in the Troy paper, and also sent 
an invitation to the members of the 
Chamber of Commerce to ‘listen in’ 
to our program. 

“This mutual savings bank —the 
third oldest in New York State with 
115 years of tradition —believed that 
the surrounding communities could be 
made to realize the value of mutual 
savings bank’s facilities by the placing 
of their particular communities on the 
air. It happens that there are many 
compact villages in the Troy area. 

““As stated above Troy was our 
first program. We next took Lake 
George, which is a little less than 
sixty miles from here, and had wonder- 
ful historical incidents which could be 
used. We then selected Greenwich 
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and Salem; after that Whitehall; then 
Cambridge and Hoosick Falls which 
was followed by Port Henry, and this 
week’s event was Ticonderoga. We 
are including such communities as 
Schuylerville, Warrensburg, Hudson 
Falls, Saratoga, and others. 


*‘Each week in the local newspapers 
we run a three column advertisement, 
and endeavor to get the support of 
the Chamber of Commerce.” 

An outstanding series of broadcasts 
has distinguished the Maryland Trust 
Company in Baltimore. For two 
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Continental Bank & Trust Co. 


senth dvomue Brock gg 6g Lt Your Local Dealer 
Install KERR Pens—On Trial! 


Without obligation to you, let us install KERR Changepoint Fountain Pens 
for Trial on your check counters. Secure the opinions of your customers before 
deciding on KERR Pens as standard writing equipment. 
We are continually adding new banks to Nor CHANGEPOINT 
our list of satisfied customers. If your 
dealer is not familiar with our plan, 
please write us. 
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WH. Han. Fan Company 


TULSA, OKLAHOMA 














G/W visible records 
can be used by every 
business and pro- 
fession. 





NAVAL 
VAAL 
AAVAAANE A 
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Every Business Can Save 
Time and Money by 
Using G/ W Visible Records 


With Globe-Wernicke visible records you can have important facts at 
your fingertips regarding stock, payroll, sales, credit, Social Security, 
and other departments of a business . . . information that may mean 
the difference between profit and loss. 


Our local dealer will gladly tell you about G/W visible records and 
recommend an efficient, economical system that will save time and 


money, or write direct to us for typical sample forms. Please mention 
kind you want. 
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years they have sponsored Sunday 
half-hour concerts by talented young 
musicians from a local conservatory. 
The bank makes available ten scholar- 
ships, each for one year of instruction 
in the preparatory department of the 
Peabody Conservatory. Any boy or 
girl, young man or woman in the 


| State of Maryland who can meet 


specific scholarship requirements is 
eligible. Applicants are given private 


_ auditions, and the winners are an- 
| nounced at the concluding broadcast. 


“The public reaction,” writes C. 
Delano Ames, advertising manager, 
‘“*has been so gratifying that it is my 
earnest hope that we may make these 
unusual broadcasts an annual feature 
of our public relations program.” 

Bank of America in San Francisco 
is a pioneer in radio since its first 
program was broadcast in March, 
1932. The bank sought to influence its 
section of the country in emerging 
from depression through a successful, 
“Back to Good Times” campaign. 
Ever since 1932, Bank of America has 
used radio vigorously to “sell the 
goods” and to generate good will. 

The Northern Trust Company in 
Chicago went on the air in January 
1931, and since that time has broad- 
cast without interruption, once a 
week. Now in its eighth year with 
radio it continues to present its broad- 
casts before a studio audience of 600 
persons a week. Approximately 160,- 
000 individuals have seen this concert 
go on the air. Its programs for the 
first eight months consisted of a 
history of Chicago, and included the 
incidental music of the period. The 
time then was increased from fifteen 
minutes to a half-hour. A male octet 
was engaged and christened The 
Northerners; a string ensemble and a 
character designated as The Family 
Banker completed the cast. This has 
remained substantially the same since 
1931. The question is frequently 
asked, “‘Doesn’t this program grow 
stale?” The pattern may grow mo- 
notonous as such to many listeners, but 
to the majority of those who tune in, 
the program has become an old and 
welcome friend. By those who are 
responsible for the production of the 
concert it is believed that good music 
well-rendered cannot grow “stale,” 
any more than good art can pall. To 
substantiate this, during the past 
month the bank engaged an independ- 
ent research organization to measure 
the extent of its listening audience. 
The tests were made by telephone 
over three consecutive weeks, while 
the program was being broadcast. 

Five questions were asked : 

Do you own a radio? 

Is your radio on? 

To what station are you listening? 
To what program are you listen- 
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5. Do you know the sponsor of the 
program? 

The answers indicate the percentage 
of Chicago’s 800,000 radio-owning 
families that may have been listening 
to a Northern Trust broadcast. And 
the figures indicate a_ substantial 
coverage of city and suburban radios 
. .. Surprising when change is supposed 
to create new listeners and adherence 
to the “same old thing” is considered 
too, too stuffy for words. Radio has 
proved an important medium for The 
Northern Trust Company. It has 
influenced large numbers of people to 
think well of the institution. It has 
given the bank a warm personality; a 
friendliness. It has widened its fields 
of acquaintances. It has made bank 
personnel more conscious than ever of 
the kind of service customers have been 
told to expect. Its direct benefits are 
most intangible. Its power to develop 
good will has been proved. 

Radio has been “tried” by many 
banks and has proved inadequate. In 
some instances it has been employed 


inadvisedly. In others, it has failed to 
justify its expense. 
To many institutions, radio has 


proved a vigorous, penetrating medium 
which has engendered good will and 
promoted its sponsor-banks to first 
place in the estimation of the com- 
munity. Newly created banks have 
found it invaluable in quickly estab- 
lishing themselves in the minds and 
acceptance of prospects and customers. 

Radio has vast possibilities for a 
great number of banks with the 
ingenuity and determination to use 
the medium to its best advantage. 
Not all banks can use it successfully. 
But all banks with available stations 
in their vicinities might studiously 
canvass the possibilities of radio as an 
active sales force and as a builder of 
good will. 


Court Decisions 


(From page 23) and sufficient answer to 
a garnisheeing creditor. The court, 
however, felt that such an answer by 
the bank was not sufficient under these 
circumstances. 

“The use of the words clerk, agent 
or executor after the name of a 
depositor is merely a description of the 
person whose account it is,” said the 
court, “and does not change the 
character of the deposit from that of 
an individual to that of a trust as 
a fiduciary deposit. The law presumes 
from such deposit that it belongs to 
the person, firm or corporation in 
whose name it was deposited and 
entered. If the depositor may main- 
tain an action against the bank to 
recover the money in the deposit 
account, the deposit is subject to 
garnishment.” 

Further on in the case the court 


indicated that the proper procedure 
for the bank would be to answer the 
writ of garnishment by admitting the 
existence of the deposit under the 
description of the depositor as agent 
or clerk, as the case may be. The 
legal contest would then be between 
the depositor in his effort to show that 
he was merely handling the money of 
others in the account and the attaching 
creditor who would presumably at- 
tempt to show that the money repre- 
sented the depositor’s personal funds. 
The bank would not be a necessary 
party to this controversy, but ordi- 
narily would hold the money pending 
the outcome of the litigation. (Gladden 








A SELECT SCHOOL © 


A business School with University 
Atmosphere requiring high school 
graduation and character refer- 
ences from every student. Owned 
by educators of national promi- 


nence. You can choose between 
the cultural and social advan- 
tages of Washington or New York 
City. Secretarial training of col- 


lege grade. Extraordinary em- 
ployment service. 
THE WASHINGTON SCHOOL 
299 National Press Bldg., 
WASHINGTON, D. at FOR 
251 Park Ave. C/ECRETARIES 
NEW YORK, N. Y. 
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we had never 


give it to you. 
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first of all, accuracy. We mean highest 
quality. And we mean prompt delivery, and if 
necessary, emergency delivery. 


Recently we took a phone order at eleven in the 
morning for lithographed pocket checks which 


noon we shipped them out completely bound. 


That was fast service—the emergency kind—yet, 
if those checks hadn’t been up to standard in 
every respect, they would not have left our 
plant. Perhaps you have never required that 
kind of service—but if you ever should, we can 
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CHECK PRINTERS INC. 
Lithographers and Printers 
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speak of good service we mean, 


made before. At four that after- 
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money safely. Our cheques 


are issued in Canadian and United 
States Dollars. and Sterling. 


. S. Dollar Cheques are re- 
deemable at 
City Bank o 


pet by the National 
New York. 






Canadian Pacific Express 
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vs. Columbiana Savings Bank, 180 
Southern Reporter, 548.) 


Trustee’s Personal 
Transactions 


The liability of a bank for allowing 
a trustee to divert trust money to his 
personal use is interestingly discussed 
in a recent Federal case. 

There a trustee carried a deposit 
account for trust funds and also a per- 
sonal account in the same bank. It 
appears that he drew checks on the 
trust money deposit to the order of the 
bank and then had the bank apply the 
proceeds to his personal account. He 
also, with the bank’s knowledge, mingled 
trust money in his personal account. 

“Checks drawn on the trust account 
in favor of the bank itself and by the 
oral direction of the trustee put to his 
individual credit,” said the United 
States Circuit Court of Appeals, 
“present a difficult problem. If the 
trust owed the bank nothing, the 
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bank should not have received the 
checks or should have credited them 
back to the trust account. Anything 
the trust owed the trustee should 
regularly have been paid by check 
payable to him. A bank is liable as 
not having handled the trust account 
according to duty, in crediting to the 
trustee’s individual account checks 
made payable to the bank itself. 

“The liability of the bank for pay- 
ing to others checks drawn by the 
trustee on his individual account when 
the payment was made out of trust 
funds commingled with his personal 
account, involves the bank’s having 
such knowledge as to make its actions 
in bad faith. 

“The bank must use good faith in 
honoring checks of a customer who is a 
trustee, but is liable for money diverted 
from his trust to others only when the 
bank knowingly assists the trustee to 
misapply it. Each transaction sought 
to be thus charged to the bank raises 
two questions of fact: 
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TRANSFER FILE 


Sliding-Drawer, 
Color Green 


Patented 


Style SD-PD—Paper Drawer 
MFD—Metal Front Drawer 


Also Coin Boxes—Coin Wrappers — 
Bill Straps — 
All style Bags and Wallets 


STRAYER COIN BAG CO. 








BOX HEADQUARTERS 


EQUIPPED TO SERVE YOU— 










Bank Supplie?) New Brighton, Pa. 


130 stock sizes 
Hinged Lid 


Style C— Tan 
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*“Was the trustee in this transaction 
diverting trust money? Did the 
bank know he was, or did it know 
facts which support the sole inference 
that he was? 

“Of course the recurrence of many 
suspicious transactions may require 
that inference when a single one 
would not. A _ single known mis- 
application of trust funds, even in 
favor of the bank itself, will not as a 
matter of law require the bank to 
discontinue the account or to audit 
the account each time thereafter it 
pays a check to see whether it may be 
paying trust money to one who is not 
known to be a trust creditor. The 
bank thus becomes the guardian of 
the trust.”” (Wichita Royalty Co. vs. 
City National Bank, 95 Federal Re- 
porter, Second Series, 671.) 


Fictitious Payee 


A note payable to a fictitious payee 
may nevertheless be valid, as the 
Supreme Court of Georgia points out. 

“Although the note may be drawn 
payable to a non-existing person,” says 
the court, “the maker in signing it 
admits the existence of a payee. Being 
made to a fictitious or non-existing 
person, it is construed to be payable 
to bearer.” 

This principle is often applied to 
checks payable to “‘cash.”” (McCollum 
vs. Loveless, 196 Southeastern Re- 
porter, 430.) 


Dressing Up The 
Bank’s Windows 


(From page 21) sense was achieved in one 
of the bank’s outstanding exhibits. 
Time schedules for coast-to-coast air- 
line hops, both eastbound and west- 
bound, were displayed showing the 
variations in Eastern, Central, Moun- 
tain and Pacific Standard Times. 
Attention was focused on a large cut- 
away model of a_ transcontinental 
sleeper plane, suspended in the center 
of the window. In the background 
were greatly enlarged photographs of 
the plane’s interior. This display 
graphically portrayed the time-saving 
advantages of present-day aeroplane 


| travel. 


Another exhibit of educational na- 
ture which galvanized unusual on- 
looker attention featured examples of 
hand leather tooling, an almost lost 
art which many viewed for the first 
time. The display consisted mainly of 
pictures hand carved upon leather, 
the larger ones having required a year 
each to complete. 

Occasionally the bank will itself 
come in for a small share of direct 
advertising by a well pointed combina- 
tion photographic and window card 
reminder of the institution’s broad 
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Figuring, 


Burroughs 


Simplified Accounting Plan 


Makes Better Customers 


for Banks 


The Burroughs Simplified Accounting Plan has been 
tested by years of successful operation. Today, thou- 
sands of concerns in every line of business are better 


bank customers because they use this plan. 


It gives them the daily figures that point the way to 
better management. With these essential figures as a 
guide they can increase their profits, and prevent 
losses. And when they ask for credit, they can give 
you an up-to-date financial statement taken from 
records that are balanced every day. Yet, it is simple 


and easily within the means of any business. 


If you are interested in learning more about this 
simple plan, we will be glad to send you a folder con- 
taining complete information. Call our local office, 


or write— 


BURROUGHS ADDING MACHINE COMPANY 


Detroit, Michigan 


FACTORIES AT DETROIT AND PLYMOUTH, MICHIGAN, U.S. A. 
WINDSOR, CANADA; NOTTINGHAM, ENGLAND 





Typewriters e¢ Correct-Posture Chairs « Supplies 


Accounting, Statistical Machines * Cash Registers 
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WHATS A GOOD 
HOTEL IN ST.LOUIS? 


HOTEL MAYFAIR, 
ITS ALWAYS COOL! 


You sleep and eat in refreshing cool- 
ness regardless of summer heat at Hotel 
Mayfair. Each room has guest-con- 
trolled air conditioning, private bath, 
radio and all modern conveniences. 
Three air-conditioned restaurants. 


50% of all rooms $3.50 or less, 
single — $5.00 or less, double. 
“Downtown At Your Doorstep” 





EIGHTH AND ST. CHARLES - ST. LOUIS 


HOTEL LENNOX Sree inacement 








“HAMILTON 


IN THE HEART OF BEAUTIFUL 


WASHINGTON 
D.C. 


The warm hospitality and 
splendid service of Hotel 
Hamilton reflect the charm 
and gracious living associa- 
ted with the Nation's Capital. 
Unsurpassed Cuisine. Spark- 
ling entertainment featured 
| in the Rainbow Room. 











COMPLETELY AIR CONDITIONED 
OUTSIDE ROOMS 
| 3 00 WITH BATH FROM $300 
FOURTEENTH ST. AT K 
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facilities. However, such displays are 
always dexterously handled and slanted 
with the same educational interest 
that characterizes the wide assortment 
of historical relics, trophies and musty, 
yellowed documents that come and 
go in the First National’s window with 
the regularity of the passing weeks 
and seasons. 

It is true that when the window is 
appropriated to direct advertising it 
has vital sales power, but it would 
soon lose its appeal if devoted at all 
times to advertising material. When 


Canadian 


(From page 22) individuals who require 
loans to consolidate their debts, for 
urgent medical bills, for insurance 
premium payments, etc., but who 
haven’t the usual security for collateral. 
These loans are secured by endorsers 
and special life insurance. This bank- 
ing service has served to help credit- 
worthy persons. Borrowers having 
security are handled through the 
regular bank loan departments. 

Canadian banks, through their indi- 
vidual advertising and that of the 
combined banks under the Canadian 
Bankers’ Association, are now stressing 
the fact that the banks are ready to 
make small loans. Typical is the 
slogan of the Bank of Montreal, ““The 
bank where small accounts are wel- 
come,” and the Royal Bank’s recent 
advertisement on small loans headed 
“I didn’t think the bank would be 
interested.” 

“We are rather anxious,” said Mr. 
Dobson at Ottawa, “to do everything 
we can to co-operate in extending 
accommodation to small borrowers at 
reasonable rates of interest, and if by 
publicity more people would come to 
the banks and avail themselves of 
these facilities, why, we would be glad 
to help in any way we can.” 

In their investigation of the small 
loan field, the banks have definitely 
ruled out going into the chattel mort- 
gage loan business. 

It was estimated by Mr. Dobson 
that loans of $500 or less were made to 
some 250,000 borrowers by all Ca- 
nadian banks last year. This esti- 
mate was based on the latest figures 
of the Royal Bank, which loaned sums 
of less than $500 to over 61,000 bor- 
rowers, comprising about 70 per cent 
of the bank’s entire total of 87,000 loan 
customers for the year These small 














ILTMORE 


OKLAHOMA CITY 


A suificient number of rooms are 
available at this rate to supply the 
demand. 
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we do slip in an occasional window on 
Traveler’s Checks, FHA loans, Safety 
Deposit Boxes, Personal Loans, Trust 
Department, or some other phase of 
bank activity, it brings very notice- 
able results. 

In the main, our carefully selected 
displays serve as a medium for educa- 
tional themes and civic promotion. 
They are constantly building increased 
good will for the bank, and in this 
respect the dividends the First Na- 
tional receives from its small window 
space are of inestimable value. 


Banking 


loans averaged about $200 each. 

The Canadian Bank of Commerce 
personal loan department has been in 
operation since June, 1936. In eighteen 
months, while extending the service 
to main branches in Canada, this 
department made about 60,500 loans 
for an average of $146, according to 
James Stewart, assistant general man- 
ager. 

Canadian banks on small or large 
loans can charge but 7 per cent. 
The Bank of Commerce personal loan 
department charges 7 per cent dis- 
count, allows 1% per cent interest on 
the monthly repayments, makes a 
small service charge dependent on the 
size of the loan, and the interest rate 
works out to 10.5 per cent. 


Bank of Canada 
Fully Nationalized 


Prime Minster King has announced 
in Parliament that the 100,000 pri- 
vately owned shares of Bank of Canada 
stock, valued at about $5,800,000, are 
to be called in by the Canadian 
Government. This will complete the 
nationalization of the Bank of Canada, 
a central bank, which was founded in 
March, 1935 as a private institution 
and given Canada’s gold reserves. 
An election later that year resulted in 
the new government advancing legisla- 
tion for the government ownership of 
the Bank, accomplished by issuing 
new stock. Now Premier King has 
announced that before the present 
session of Parliament ends, probably 
late this summer, legislation will have 
been enacted to consummate the 
Bank’s nationalization through pur- 
chase of the privately owned stock 
in the bank. 


New Coinage 
Distributed 

The Royal 
Trujillo City, 


Bank of Canada at 
Dominican Republic, 
recently received from the Royal 
Mint at Ottawa $600,000 in new 
metal coinage of the Dominican Re- 
public, for distribution throughout the 
republic in exchange for United States 
and old Dominican coinage. 


PRODUCED IN THE BURROUGHS 
PRINT SHOP, U.8. A. 4070-7-38 
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NEITHER BIRD CAGES 
NOR CABBAGES... 


You'd be slow to accept these commodities as collat- 
eral—cabbages spoil quickly and bird cages—well the 
market for bird cages is probably just so so at best. 


Yet, with a bit of assistance from us, almost any prod- 
uct can become satisfactory collateral. Even perishables 
and style goods are safe under conditions which we 
shall explain, to say nothing of staples. 


LAWRENCE SYSTEM not only extends your oppor- 
tunities for placing funds — it fortifies tremendously 
your position as a creditor. 


For information on any phase of LAWRENCE SYSTEM 
field warehousing, write, wire or telephone the nearest 
LAWRENCE SYSTEM Office. Or send for free copies of the 
analytical booklet, “Warehouse Receipts as collateral.” 





Creating Commodity Paper A gainst Inventory ( 





A. T. GIBSON, President 
Member: AMERICAN WAREHOUSEMEN’S ASSOCIATION Since 1916 
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One of America’s 
Richest Loan Markets— 


INVENTORIES 


Over $100,000,000 in new 
loans were placed last year 
through field warehousing 


AUTOMOBILES... at factories 
and dis‘ribu‘ors’ 

BAGS, BAGGING AND COTTON 
PATCHES...at mills 
BRICKS...in brick yards 
CANNED GOODS...at canneries 
and wholesale grocers’ 
CLOTHING...at wholesale 
houses 
COAL...at mine and retail 
yards 
COCOA BEANS AND SUGAR... 
at candy manufacturers’ 
CRUDE RUBBER AND TIRES 
... at tire factories 
DISTILLED SPIRITS...in 
rack houses 
DRIED FRUIT...at packing 
houses 
FLOUR...at mills and large 
bakeries 
LIVESTOCK ...in feeder pens 
LUMBER...at saw mills and 
wholesale yards 
MEATS...in coolers 
_ OILS... at distributors’ 
RADIOS...at large distributors’ 
SEED...at cleaning plants 
STEEL...at jobbers’ and 
manufacturers’ 
SUGAR...at refineries, brokers’ 

and wholesale houses 
TOBACCO...in warehouses 
WINES...at wineries 
WOOL...at woolen mills 
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CERTIFIED ON CHECKS...LAWRENCE ON WAREHOUSE RECEIPTS 


























Eliminates Needless Motions 








ALL CIPHERS SEVERAL KEYS ENTIRE AMOUNTS 
ARE CAN BE DEPRESSED CAN BE WRITTEN 
AUTOMATIC AT ONE TIME IN ONE OPERATION 
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FOR EXAMPLE—YOU SAVE 
69 OPERATIONS 


in listing and adding these 
19 typical amounts 


Take the above as an example of how 
thousands of needless operations can 
be eliminated by the Burroughs short- 
cut method. The amount 25.60, for 
instance, was listed and added by de- 
pressing the 2, 5 and 6 keys and the 
motor bar all together, in one single 


i operation, instead of writing one figure 
Let the local Burroughs representative show you on your a a tiene, The eeteeee 4713.90 one 


own work—in your own office—what the Burroughs _ listed and added the —— way 
short-cut method of listing and adding amounts on i” tW° operations instead of seven. 


Thus, the short-cut method saves 
Burroughs short-cut keyboard can actually mean to you. _ operations in writing any amount. 


BURROUGHS ADDING MACHINE COMPANY ©* DETROIT, MICHIGAN 





